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FREEDOM STANDS FAST 


I. THe Free Way or Lire 


HE world is passing through a crisis of great danger. 

The foreground of daily detail is confused, but to the 
British people the background of ultimate issues is clear. 
If we are driven to fight in a new world war, we shall be 
fighting because we believe that a stand must be made for 
the principles of civilised life as we understand them. 
Those principles cannot survive in a reign of force and 
aggression in international life. We in the British 
Commonwealth shall be fighting for the defence, first, of 
our Own countries, and of the Commonwealth itself, 
in which the principles of freedom flourish under the 
shelter of the British peace. But in order to secure our 
own territories and peoples we have realised that we must 
make common defensive cause with other nations whose 
interests in this are the same as ours, either because they 
are geographically near to us, or because, being weak, 
they are likely to be early victims of aggression if it goes 
unrestrained. 

Our way of life is different from other peoples’, and we 
believe it to be superior. But it is not for this reason— 
not in pursuit of any ideological crusade—that we may be 
driven to fight; it is simply because we believe that our 
way of life and the lands in which we exercise it will be 
threatened to the heart if aggression advances further. 
Our way of life, as Lord Halifax reminded us in his great 
speech of June 29,* may be threatened from within as 
well as without; and our first duty therefore is to examine 
and set forth “ the old standards of conduct and of ordinary 


* Passages from this speech are reprinted below, p. 813. 
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human decency, which man has laboriously built up ”, 
in order to make sure “ that our own standards of conduct 
do not deteriorate ”. 

The essentials of the British way of life are threefold. 
The first is the rule of law: freedom from arbitrary arrest 
and punishment, from privileged castes and uniforms that 
are above the ordinary laws, from concentration camps and 
firing squads, and from all the other sneaking, cruel 
machinery of the secret police system. With this essential 
of freedom based on law may be associated the fair and 
equitable treatment of minorities, the recognition that men 
of all creeds, races and colours have their rights as fellow- 
men and fellow-citizens. The second essential is freedom 
of conscience and of utterance. Within the wide limits 
set by public morals, the law of defamation and the preven- 
tion of incitement to violence, we uphold in the British 
Commonwealth freedom of religion, freedom of organisa- 
tion, freedom of speech, freedom of the press. Attacks 
upon these, however earnestly excused, are attacks upon 
one of the things that make the British Commonwealth 
worth while. 

The third essential is economic freedom, within the scope 
of man’s present mastery of nature. Here as elsewhere, 
freedom is founded on a balance of rights and duties, 
and it is not always certain, especially in international 
economic affairs and in the relations between classes, when 
the balance is fairly poised. There are indeed many 
differences of opinion over the best way to secure economic 
freedom, some praising individual liberty of choice in 
labour or business, others praising trade-union solidarity 
and social control. But we have established firmly, and 
now regard as necessary to our way of life in the Common- 
wealth, a minimum standard that includes the freedom of / 
men to combine and agitate for their economic ends, | 
especially in trade unions, the freedom of men from forced 
labour, and their freedom, if they are poor, from the worst 


consequences of social insecurity. ‘This is a field where, 
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THE RISING TIDE OF AGGRESSION 


as wealth grows and social organisation develops, freedom 
can expand once its roots have taken hold. 

In the maintenance of this threefold standard of the free 
life, we in the British Commonwealth have found parlia- 
mentary institutions valuable beyond price. Parliament 
won for the people most of their freedom, and is their most 
vigilant watch-dog in guarding it. But the particular form 
of governmental machinery by which the way of life is 
upheld and defended is not of its essence. We must 
beware of identifying democracy with our own particular 
means of hearing and answering the voice of the people, 
and of then turning democracy into a shibboleth. 


Il. THe Ristnc TipE oF AGGRESSION 


HE free life, in every one of its essentials, is to-day 
challenged by the forces of aggression that menace the 
world. The countries that have glorified aggression 
abroad have at home abolished the rule of law, freedom of 
conscience and utterance, and the bases of economic 
freedom. What they do among their own people, however, 
is no cause of war. It would go too far to say that these 
things are none of our business; for that would be to deny 
the unity of western civilisation and the common humanity 
of all men. But it is neither our duty nor our desire to 
spend our own strength, and prejudice our own freedom, in 
order to change the mode of government of other countries. 
To compass the overthrow of totalitarianisms has never been 
part of British policy in peace time. If there comes a war, 
it will be part of British war aims only in so far as it is 
necessaty in order to secure objectives of a different kind— 
the lasting peace and safety of ourselves and our allies. 
We are driven to resist designs of national aggrandise- 
ment by force in Europe, not because other countries have 
chosen wrongly, as we think, their own way of life, but 
because by their aggression they challenge ours. Their 


threat is pointed against the British Commonwealth and 
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what it stands for in two ways. First, our way of life, 
sturdy as it is, may sicken in a world dominated by force, 
even though it may not suffer military assault. The use 
of force calls up force to resist it; totalitarian organisation 
of aggressive power requires a totalitarian organisation of 
defensive power. To strengthen and expand freedom, 
which the nations of the Commonwealth hope to achieve in 
the future, severally and jointly, requires as its necessary 
background a world, not of ease and complacency, but of 
order and fair dealing between nations. This condition is 
incompatible with the doctrine of aggression and of 
breaches of international faith justified only by national 
ambitions. 

Secondly, it has now become clear to the British people 
that the aims of National-Socialist Germany in the inter- 
national sphere do not stop short at abolishing the penalties 
of the Treaty of Versailles, or at reuniting in one Reich 
people of German blood and of neighbouring territory, 
or at economic objectives that may be justified by rational 
arguments. They now seem to have no horizon but 
mastery of the world. Each successive advance, it appears, 
becomes but a platform for a fresh attack, which would 
doubtless be turned against Great Britain and the British 
Commonwealth as soon as opportunity, reckoned in terms 
of relative power, seemed ripe. In this light, any further 
accretion of German strength—for instance through control 
of Danzig, which is the key to subjection of all Poland— 
appears as a retreat from the ramparts of the British 
Commonwealth itself. Perhaps our slowness to realise 
these facts, or at least to act accordingly in building an 
impregnable defence against aggression in earlier years, 
accounts for our present troubles. Perhaps, on the other 
hand, it was necessary that Germany should take all and 
more than she could fairly claim, and that the western 
Powers should retreat to the point of humiliation and | 
peril, before the moral cause of any world war against 
aggression should be perfectly clear. Haggling over the 
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past does not solve our dangerous problems of the present. 
The fact is that the seizure of Bohemia and Moravia last 
March, though but the culmination of a long series of inter- 
national mischiefs committed by National-Socialist Ger- 
many, changed a vast and decisive body of British opinion 
from believing that there might be some reasonable way 
of satisfying German demands to the view that nothing 
short of the political and economic subjection, first of 
Europe and then of the British Commonwealth, was likely 
to satiate the National-Socialist régime, until it had been met 
with a resolute and impenetrable defence, blocking the 
path of aggression. The problem of Germany’s future, 
in central Europe and in the wider world, can be and must 
be solved; but not along that path. 


III. BrrrisH ForerGn Po.ricy 


N order to see how this change of opinion, which was 

instantly reflected in British foreign policy, came about 
so decisively at that time, it is necessary to review very 
rapidly the main sequence of Germany’s international coups. 
These were brought about by a régime which now appears 
to us as the arch-enemy of order based on law, but which 
was always fed by the honourable motives of throwing 
off the excesses of the peace treaties and restoring self- 
esteem to the German people. The first comp was the 
re-militarisation of the‘Rhineland, in March 1936. Many 
British people felt then that, however violent might be the 
shock to confidence and to international law, it was 
certainly not worth a bitter and bloody struggle to prevent 
a country from occupying its own territory with military 
forces nearly twenty years after the last war. The second 
great coup was the seizure of Austria in March 1938. Here 
again, though the breach of faith was still grosser, and the 
shock to the rule of law between nations still more shatter- 
ing, many British people argued that large numbers of 
Austrians, perhaps the majority, wanted the Aaschiuss, 
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which had been barred by a treaty that left Austria dis- 
membered and barely capable of independent life. Even 
over the Sudetenland, which Herr Hitler demanded and 
eventually took in September and October 1938, there was 
a feeling among a larger number of British people that 
Germany “ had a case”, and that a painful sacrifice to meet 
her case might be necessary in order to remove for ever a 
dangerous source of friction. 

She had no case over Bohemia and Moravia. The march 
to Prague came as a violent shock to the British Government 
and people for three reasons. First, it was a cynical breach 
of pledges given personally by the Fuehrer to British 
statesmen : ina direct sense, it was “ our affair”, a deliberate 
affront to British policy. Secondly, it utterly shattered 
faith in the word of the National-Socialist Government, and 
thus made further negotiation with them appear futile 
except with the backing of superior force. “This is my 
last territorial ambition in Europe,” said Herr Hitler of 
the seizure of Austria. “Ido not want any Czechs”, he 
said during the Munich crisis. His word had now become 
worthless in British eyes. Thirdly, the events of last March 
showed that there was now no limit to German appetite. It 
was not confined any longer to overthrowing the Versailles 
Diktat; nor was it confined to the racial ambitions which 
many people had regarded as a most dangerous but never- 
theless a calculable feature of the National-Socialist cult. 
There seemed to be no restraint left, save the possibility 
of armed and unshakable resistance to aggression, upon its 
reaching out to grasp at world dominion. 

The reaction on British policy was immediate. As Lord 
Halifax said in his speech in the House of Lords on 
March 20,* 


If and when it becomes plain to States that there is no apparent 
guarantee against successive attacks directed in turn on all who 
might seem to stand in the way of ambitious schemes of domina- 
tion, then . . . in all quarters there is likely immediately to be 


* See THe Rounp Tasxz, No. 115, June 1939, p. 604. 
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found a very much greater readiness to consider whether the 
acceptance of wider mutual obligations, in the cause of mutual 
support, is not dictated, if for no other reason than the necessity 
of self-defence. His Majesty’s Government have not failed to 
draw the moral from these events. 


It seemed at that time that preparations were afoot for 
sudden coercion against the Polish State, which Poland 
herself, in advance of any British guarantees, took vigorous 
steps to resist. The guarantee to Poland, followed by the 
Anglo-Polish mutual assistance pact, thus became the first 
excursion of British policy into specific commitments to 
countries ineastern Europe. It was followed by guarantces 
to Greece and Rumania, again under the stimulus of barely 
concealed German or Italian threats to the independence 
and integrity of these countries, by the alliance with Turkey, 
and by the negotiations for a pact with Soviet Russia. 
The result of these decisions, each flowing from the last, 
was a sharp reorientation of British foreign policy and a 
consequent revolutionary change in British military policy. 

While the commitments to eastern European countries 
raised new political and strategic problems, however, in 
an important sense they were but projections, further 
afield, of the traditional policy of pledges to Belgium and 
France, unilateral in the one case and mutual in the other. 
These pledges are founded, not on the similarity of govern- 
mental institutions between Great Britain and her nearest 
continental neighbours, nor on any special communion of 
spirit among their several peoples, but on the belief that 
any threat to the independence or territorial integrity of 
France or Belgium is in effect a threat to Great Britain and 
to the British Commonwealth. Similarly, the British 
Government has now reached the conclusion—some people 
would say, belatedly—that any threat to the independence 
or territorial integrity of Poland, Greece or Rumania would 
likewise be a threat to the British Commonwealth, and has 
conducted its policy accordingly. France has adopted a 
similar view, and so has Turkey as regards her own region. 
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Hence it is no matter for astonishment that Great Britain 
should consequently have entered into pledges to Powers 
whose system of government is very different from our own. 
Our pledge to Belgium would be no less necessary if Belgium 
were under a dictatorship. Indeed, of the countries to 
whom we have long been under a military obligation, two 
—Portugal and "Iraq—are dictatorially governed. It is in 
recognition of these facts that people whose predilections— 
religious, economic or ideological—are strongly hostile to 
Soviet Russia have accepted an Anglo-Soviet pact as a 
desirable culmination of our new eastern European policy. 
The basis for such a pact exists in a community of interest 
in resisting aggression; it can rest securely on nothing 
else, nor is anything further required. 

Our pledges, once given, will be redeemed in the letter 
and the spirit. They are therefore of life-and-death 
importance for the countries to which they have been given, 
just as they are for ourselves. From our own point of 
view their purpose is to prevent domination of all Europe 
by force, which would be as fatal to ourselves as to our 
associates; and thus to defend our own security in the 
British Commonwealth, and with it our whole way of life. 
They are the direct outcome of a rising tide of aggression, 
which has at last convinced the British peoples of their own 
danger if it is not arrested. 

If, in spite of the building of the Peace Front, Herr 
Hitler throws down the gauntlet before winter settles on 
Europe, our whole effort of sacrifice and fortitude as well 
as dashing bravery will have to be thrown into the task 
of winning the war. If, on account of it, he decides that 
the risk is not worth while, and if the crisis of the next few 
weeks passes off without war, then we must beware of the 
temptation to slacken our efforts to “win the peace”. 
Peace cannot be won, in the end, by the weapons of war, 
but only by its own instruments of understanding and 
adjustment. When once aggression has been decisively 
rebuffed, and a “new atmosphere ” established, then we 
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can examine, as Lord Halifax promised, “the colonial 
problem, the problem of raw materials, trade barriers, 
the issue of Lebensraum, the limitation of armaments, and 
any other issue that affects the lives of all European 
citizens”. This is the now famous “ dual policy” that 
Great Britain has undertaken. Moreover, the process 
must be a self-examination as well as an examination of the 
claims of others. No one can suppose that all is perfect 
in British economic policy or British colonial policy, viewed 
from within. THE Rounp TaBze, for its part, will continue 
as in the past to address itself, not only to the problems of 
world affairs that confront all members of the British 
Commonwealth, but also to problems of imperial relations 
and colonial government that concern the internal structure 
of the Commonwealth itself. Only along such paths can 
our full duty to freedom be done; for that duty is not 
merely defensive but constructive as well. 

Much that would be desirable in a peaceful world, how- 
ever, is impossible while aggression still rears its head. We 
shall need a stern display of self-sacrifice and fortitude for 
many months yet before we can be sure that the threat of 
ageression and the rule of force is at last laid low. The 
plan of those who wish to subjugate the democratic 
western Powers is to destroy resistance, not by a frontal 
assault if they can help it, but by a succession of nerve- 
strains calculated to sow disunity among and within the 
peace-loving countries, to break their will-power, and to 
secure compromises like that of Munich which lead on to 
further cheap strategic gains. It is the duty of the British 
people, and of the people of France and our other allies, to 
show that they can withstand those nerve-strains with 
greater calm and endurance than can the regimented masses 
of the Axis Powers. To do so needs a spirit of self- 
sacrifice and of dogged courage which by their past history 
our people have shown they possess in full measure, and 
which their future will call upon them to show again, if 
freedom is not to perish from the earth. 
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I. THe ALLIANCE AND AFTER 


T a time when public attention, turning to the Far East, 

is focused upon our dispute with Japan over the 
maintenance of British interests and the protection of 
British lives in China, it is natural to think chiefly in terms 
of the present emergency. But it may not be unprofitable 
to examine the general nature of our relations with Japan, 
to enquire whether, quite apart from current issues, they 
can be improved consistently with our obligations else- 
where, and—if they can so be improved—what steps can 
be taken to that end in the present difficult circumstances. 

There is a temptation for those who have no time or 
opportunity for special studies to be content with a very 
general knowledge of causes and events in Far Eastern 
politics, and to regard them as something remote and 
uncontrollable. It follows that, when a startling event 
brings the Far Eastern situation into the forefront of its 
attention, British public opinion is apt to be taken by 
surprise, and to realise rather belatedly that far-reaching and 
important changes have taken place under its eyes but 
almost without its knowledge. The development of 
Japan’s campaign in China is a general illustration of this 
theme, and the outbreak of the Tientsin affair is a special 
case in point. The Tientsin affair, though at first sight a 
predominantly local issue, is in fact a critical stage in a 
deterioration of Anglo-Japanese relations that has been in 
progress for a decade or more. 

It can, indeed, be traced back to an even earlier date, 
since it is at least arguable that the Anglo-Japanese alliance 
in its second phase was incompatible with Japan’s ambitions 
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and Great Britain’s obligations. This is past history, into 
which for our present purposes we need not closely enquire ; 
but it is worth a passing reference, because many observers, 
including experienced British residents in China and Japan, 
allege that, if only the alliance had continued after 1922, 
Great Britain would have been able to exercise a restraining 
influence upon Japan, and could thus have prevented or 
moderated the aggressive continental policy that has 
culminated in the present tragic conflict. It is hard to 
share in this retrospective optimism when one recollects 
that, while Japan, under the terms of the alliance, was 
actively associated with Great Britain in prosecuting war 
against Germany, she presented to China the sinister 
Twenty-one Demands of 1915. That action unmistakably 
presaged the future course of Japanese policy in China. 

It is true that, had British energies not been concentrated 
elsewhere, Japan might have hesitated to make such a 
move; but from that moment the ambitions of Japan were 
revealed, and though under the moderating influence of 
a continued alliance with Great Britain she might not have 
moved so fast or so far, it is certain that the alliance would 
have been subjected to greater and greater strain as Japanese 
policy came more and more into conflict with British 
interests. It is probable, to say the least of it, that the 
alliance could only have been maintained at the cost of 
increasing concessions by Great Britain—material and moral 
surrenders which might have delayed or even averted the 
present acute crisis in Anglo-Japanese relations; but, 
whether the alliance moderated or merely obscured Japan’s 
continental aims, the fact cannot be denied that since the 
lapse of the alliance in 1922 Japanese ambitions and major 
British interests have been fundamentally irreconcilable. 
The fact that the alliance was dropped in the interests of 
our relations with the Dominions and the United States 
tends in itself to show that such benefits as we could then 
hope to draw from it were held to be of secondary 
importance. 


677 





ANGLO-JAPANESE RELATIONS 


In any case, it seems fair to say that in 1922 Japan had 
more to hope for from its continuance than had Great 
Britain, and it is significant that its lapse caused very bitter 
feeling throughout Japan, but nothing beyond some 
largely sentimental regrets in limited circles in England. 
The bitterness has never entirely vanished from Japanese 
memories, and recent anti-British sentiment in Japan has 
undoubtedly been strengthened by a feeling, however 
mistaken, that in throwing over our ally we behaved 
treacherously to an old friend. 

Japan, ever since her humiliation at the hands of Russia 
and Germany after the China war in 1894, has always felt 
the need of European support, and even after the conclusion 
of the Washington Nine-Power treaty she did not abandon 
efforts to secure British collaboration in China. Time after 
time, from that date until the Manchurian incident of 1931, 
she made more or less earnest bids for British “ co-opera- 
tion”. On our side we were not unwilling to attempt to 
find some basis of agreement, and we might have reached a 
solution of some of our joint difficulties if the Japanese 
had been able to give us a precise definition of what they 
meant by “co-operation”. This was never forthcoming, 
perhaps because the Japanese did not know exactly what 
they wanted from us, perhaps because in the moderate 
quarters in Japan from which these bids emanated it was 
felt that the extremists would want so much that the 
matter had better be left vague for fear of a blank 
refusal at the outset. What all parties in Japan wanted 
was a European Power to support their China policy, 
because they did not feel confident of carrying it through 
alone. 

That policy, however, had not yet taken definite shape, 
because it depended upon the outcome of a conflict of 
forces within Japan itself. The main objective of the 
policy was clear enough. It was the establishment of a 
dominant influence, economic and political, in China; but 
there was no unanimity within Japan concerning the 
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geographical range of such influence or the method by 
which it was to be obtained. 

It may be said without undue simplification that, with 
occasional pauses, Japanese domestic politics have for the 
past ten or fifteen years centred upon a struggle between 
two factions in Japan, of which the extreme representatives 
were the conciliatory school of Baron Shidehara on the 
one hand and the forward school of the younger militarists 
on the other. In 1931, the conciliatory efforts of Baron 
Shidehara brought forth the maximum of opposition from 
the aggressive party, and the struggle culminated in the 
Manchurian incident of 1931, which put the militarists into 
a position of power which they have since gradually con- 
solidated, until to-day they are supreme in Japan and will 
tolerate no open objection to their aims or their methods. 

It is convenient to use the term “ militarists ”, because 
the initiative in Japan’s present policy was taken by the 
army, and that policy is in fact shaped and directed by them. 
But it would be a mistake to suppose that there is any 
serious division of opinion between the “ militarists ” and 
the rest of the nation. In all Government circles there is 
a majority body of opinion which is in general agreement 
with the principles for which the army stand—principles 
of a totalitarian cast in domestic policy, and of a definitely 
imperialistic nature in foreign policy. Obviously there 
must exist differences of opinion over method and timing 
in the execution of both. This has been recently demon- 
strated by the internal struggle over the question whether 
Japan’s understanding with the anti-Comintern Powers 
should be enlarged into a military agreement. But by and 
large those who have to deal with Japan must face a sub- 
stantial unity of opinion and sentiment in matters of foreign 
policy, especially where it concerns Japan’s position in 
Eastern Asia. No doubt some elements in Japan do not 
wish to go so far or so fast as the army is taking them; 
but they all want to go in the same direction. 
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II. Great BRITAIN AS THE ENEMY 


HESE are fixed points which have to be borne in mind 

when considering the question of current and future 
Anglo-Japanese relations. Great Britain must not reckon 
upon any split of opinion within Japan, but must face the 
fact that she is at present dealing with a determined and 
united people, stimulated and excited by a war atmosphere 
and yet not depressed—so far at least—by fears or hard- 
ships serious enough to raise doubts in the popular mind 
about the wisdom of the national policy. There are, it is 
true, people in Japan who have private anxieties for their 
country’s future, anxieties which they are reluctant to 
express in public; and the common people are puzzled by 
the obvious disparity between their country’s sweeping 
military triumph and its meagre results in terms of political 
and economic gain. But on the whole the doubters are 
disposed to accept the Government’s injunctions to them 
to be patient and to prepare for a long struggle; and it is 
not hard to make them believe that most of Japan’s diffi- 
culties can be traced to Great Britain. It was, so the argu- 
ment runs, the obstacle of British privileges that made the 
military campaign in China more difficult and therefore 
more expensive in Japanese lives. It is the obstacle of 
British interests that now stands in the way of a rapid 
economic exploitation of the victory. 

For the present, therefore, it may be said that not only 
must Great Britain be prepared to face a united people; she 
must also realise that the antagonism between Japanese 
ambitions and British interests has, ironically enough, been 
a factor in preserving that very unity. Too much attention 
should not be paid to demonstrations of public opinion 
in Japan, which blows hot and blows cold and is not 
difficult to manipulate ; but recent events in Japan show that 
those responsible for the present anti-British campaign are 
having no difficulty in mobilising a considerable popular 
sentiment which is more intense, more militant, and seems 
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to have a more genuine basis than the manifestations of the 
latter part of 1937. Making all proper allowances for 
temporary excitement and for a natural desire on the part 
of the Japanese authorities to throw the blame for failures 
and delays in China upon a third country, one is bound to 
conclude that the present clash is not a mere incident but 
an expression of fundamental conflict between the interests 
of the two countries, which cannot be resolved without a 
change of policy on one side or the other, or on both. 


II. WHat Co-opERATION MEANS 


HE solution offered by the Japanese Government, now 

as indeed at any time since the lapse of the alliance, is 
“co-operation by Great Britain with Japan”. It is not a 
mere verbal accident that the suggestion is never put in the 
form of “co-operation by Japan with Great Britain”. 
Japan demands in effect that Great Britain shall adjust 
British policy to Japanese policy in the Far East. Such a 
demand is naturally distasteful to us, and deserving at 
first sight to be rejected out of hand: but presumably even 
the Japanese in their present frame of mind do not expect 
to get all they ask for, and we ought even now to be 
examining Japan’s demands calmly, to see where they can 
be made to square with our obligations and our require- 
ments. It is obvious that, even assuming all of Japan’s 
demands to be justified, we cannot accede to them so long 
as they are accompanied by threats and so long as they 
involve third parties; but for the very reason that the 
situation is now difficult and dangerous we ought to get our 
minds clear regarding the terms that we should be prepared 
to accept in more propitious circumstances. 

This is not the place for a detailed examination of our 
respective claims. These can only be worked out at a 
conference table furnished with a mass of facts and figures, 
since on the one hand the rulers of Japan are not yet agreed 
upon what they want in China, and on the other hand 

681 





ANGLO-JAPANESE RELATIONS 


British interests in China are so diverse and complex that 
they cannot be described under one simple formula. 
But it should not be impossible to state in general terms 
what each of us wants. 

Japan wants “a new order in Asia”, This is a con- 
venient way of saying that Japan wants to establish political 
and economic supremacy in Eastern Asia. It is obvious 
that complete supremacy can be obtained only at the 
expense of other Powers. Since, however, no other 
Power wants to establish such supremacy, it is possible 
that Japan might be satisfied, or at least obliged to content 
herself, with a situation in which other Powers admitted, 
either directly or by implication, that they for their part 
did not wish to challenge that position in so far as China 
was prepared to accept it. It would not be an unreasonable 
line for the European Powers concerned and for the United 
States to say: “ We want to see a satisfied Japan and a 
satisfied China. We are not prepared under duress to 
give up to Japan rights that we hold from China; but we 
recognise that some of those rights are inconsistent with 
the future development of Eastern Asia. To that extent 
we recognise the need for a ‘ new order’, and we are ready 
to carry out our already announced policy of surrendering 
them if it will contribute to a peaceful settlement between 
China and Japan. But we will not surrender them except 
as part of such a settlement.” 

This, of course, is less than Japan wants, but is it less 
than she needs ? We may concede at once that the march 
of events is inevitably producing a new order in Asia, and 
we ought to do nothing that is merely obstructive to 
check it or to shape it to our own particular ends. We 
owe in the long run as much respect to the growing 
economic needs of Japan as to the awakening national 
consciousness of China. There is nothing to fear from a 
new order in Asia that took the form of a peaceful political 
and economic development of China, with Japan playing 
the prominent part to which her geographical position and 

682 





ee ee ee Se 


A PEACE OBJECTIVE 


her past record of efficiency clearly entitle her. There is 
everything to fear from a dominance of China by Japan in 
the form of an hegemony exercised by a totalitarian State 
and maintained by force. 

A new order reached by peaceful methods might, it is 
true, involve the gradual elimination of most of our vested 
interests in China, but it should be possible to ease the 
process of transition in such a way as to minimise the loss 
pending the creation of new interests, which would no 
doubt take a different form but need not be less valuable. 
A new order resulting from terms imposed upon China by 
force would constitute a menace to all countries with 
interests in the Pacific (and perhaps in the Indian Ocean), 
unless we can assume that the aggressive impulse in modern 
Japan would work itself out, or that Japan would not 
stand the strain of holding down China. Neither of these 
assumptions is safe in the light of the present expansive 
energies of the Japanese people. 


IV. A PEACE OBJECTIVE 


T seems, therefore, thai unless we are prepared to resort 

to a deliberate policy of resisting Japan by force—a policy 
which is not at present practicable and which, even if it 
were practicable, would be unlikely to improve conditions 
in the Far East—we had better devote our energies to the 
discovery of a basis of agreement with Japan consistent 
in the first place with our own principles and in the second 
place with our own vital interests. The present Tientsin 
discussions do not appear to offer an opportunity of finding 
such a basis, since the Japanese Government, according to 
their most recent statements, have insisted that Great 
Britain, as a condition precedent to the settlement of local 
issues, must not only cease activities in China that may 
be regarded as “unneutral”, but also take positive steps 
to further Japanese plans for the economic development of 
China, to the detriment of the national Government of 
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that country. This is to ask Great Britain to reverse her 
declared policy, under scarcely concealed threats to British 
lives and property in China—threats to which only a 
Government entirely bankrupt of resources could sur- 
render: it is obvious that, even supposing that the 
exceptional skill and pertinacity in negotiation of our 
Ambassador in Tokyo could find a formula that appeared 
somehow to reconcile these irreconcilables, no real step 
forward in the adjustment of Anglo-Japanese relations 
would be made. The quarrel would break out afresh, 
because it is a long-standing quarrel for which a radical 
cure has not yet been sought. 

Some attempts were being made to seek such a cure, in 
London and in Tokyo, early in 1937; and though not 
much progress seems to have been made there was some 
prospect of at least preparing the way for friendly discussions 
on a larger scale. But the outbreak of hostilities brought 
those talks to a-standstill, and the regrettable truth is that, 
so long as hostilities continue, there is no hope of profitably 
discussing, let alone producing an improvement in, Anglo- 
Japanese relations. Nothing will satisfy the Japanese 
extremists but concessions from us which will further 
their war aims. Nothing can be willingly conceded by 
us except by way of contributions to the final settlement 
between China and Japan. This is the impasse that we 
have reached. 

Does it not therefore behove us to shape our policy in 
such a way as to promote an carly peace? It is true that 
the prospects are not encouraging, for those in authority 
in Japan to-day are committed to a policy of force, and it is 
difficult to see any breach in Japan’s front that might be 
widened. Nevertheless, the attempt should be made, 
however poor its prospects of success, because it is only by 
presenting to the Japanese alternatives to their present 
difficult road that we can hope to set in motion forces 
working for peace. ‘The outlook is not entirely hopeless. 
Those who have lived among the Japanese know that 
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they are at bottom a kindly people, with a good fund of 
common sense, who like any self-respecting nation react 
more quickly to sympathy than to pressure. Granted 
that they are at present in a queer mood, we ought to try 
to bring them round by comprehending rather than by 
scolding. 

To say this is not to recommend a course of soft soap 
and surrender, but a perfectly firm attitude, showing clearly 
that we wish neither to coerce nor to be coerced, and 
that our sympathy for China does not mean that we are 
unwilling to meet generously the genuine grievances and 
aspirations of Japan. We have to admit, in the light of 
events since 1922, that the Nine-Power treaty has proved 
unworkable; and unless a majority of the signatories are 
prepared to coerce Japan into full observance they had 
better content themselves with working for a revision. 


V. ANGLO-AMERICAN COLLABORATION 


T will not be sufficient, of course, to make a promise in 

general terms. Both the British Government and the 
United States Government have already stated their 
willingness to discuss changes, but it is useless to expect 
the present rulers of Japan, as long as they think that they 
can gain a certain position by force, to accept a vague 
prospect of something less for the mere sake of conciliating 
hostile opinion in foreign countries, which have shown no 
determination to enforce their own claims. In fact, it is 
unlikely that those present rulers, in so far as they stand 
for the sentiments of the Japanese army, will listen to even 
the most reasonable proposals unless they are persuaded 
that the alternative to listening is something highly dis- 
advantageous for Japan. But there is a chance that other 
and more moderate elements in Japan might be encouraged 
to resist the extreme elements in their own country if they 
felt confident that, by enlisting the sympathy of Great 
Britain and the United States, they could produce a settle- 

685 





ANGLO-JAPANESE RELATIONS 


ment with China that would satisfy a substantial part of 
Japan’s requirements, while falling short of the complete 
domination at which the extremists aim. 

Hitherto the line taken by the moderate elements has 
been to avoid a head-on collision with the extremists; and 
thus we have seen a series of surrenders which has in fact 
increased the strength of the extremists and diminished that 
of the moderates. In pursuance of those fatal tactics, the 
moderates have constantly begged their British friends to 
do nothing to offend the extremists, but on the contrary 
to make friendly gestures to them. It must be confessed 
that the moderates in Japan have got themselves into a sad 
position, and it is doubtful whether they can reassert them- 
selves unless either the China policy of the present rulers 
of Japan proves a conspicuous failure or unless they, the 
moderates, can provide a better one, which, while accept- 
able to Japanese pride, would command the sympathy and 
assistance of the democratic Powers. 

In view of the strong nationalistic feeling now pre- 
vailing in Japan, and of the present political alignment 
with the Axis Powers, it is clear that mere assertions of 
goodwill by all the democratic Powers would have no 
effect; and it is even more certain that a professed change 
of attitude by Great Britain alone would not suffice to alter 
Japan’s outlook. We must therefore conclude that the only 
aid that can usefully be furnished to the moderates in Japan 
is a specific declaration by Great Britain and the Dominions, 
together with the United States and France, that in certain 
circumstances they will collaborate, not only in a revision 
of the Nine-Power treaty, but also in an effort to find 
solutions for the other problems that lie at the root of 
Japan’s present attempt to dominate China. 

Chief among those problems are the questions of 
taw material supplies and markets and of the immigration 
of Japanese into foreign countries—in short, of freedom 
of trade and freedom of residence, providing for Japan 


those outlets for her goods and her people which she will 
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otherwise seek by force in Eastern Asia. These problems 
bristle with difficulties, and it would be foolish to 
expect an easy or complete solution: but if no attempt 
is made there does not appear to be any other way of 
moderating Japanese policy except a resort to armed force 
or to economic pressure likely to lead to hostilities. 

It may be argued that in view of the traditional objection 
of the United States to any commitments in the nature of an 
alliance there is no prospect of joint action towards Japan 
by Great Britain and the United States. Joint action is 
certainly out of the question, but parallel action is not 
impossible. It has, in fact, in some measure already been 
taken, and there is a substantial measure of agreement 
between the United States and Great Britain on their 
objectives. It is true that we are more concerned than is 
America with the protection of specific commercial interests 
in China, but we are both on the same ground in our desire 
to ensure observance of the principles laid down in the 
Nine-Power treaty. That the Japanese Government could 
be influenced by parallel action is proved by their constant 
endeavours to prevent it. Nothing in Japan’s recent 
foreign policy has been more marked than her endeavours 
to conciliate the United States while humiliating Great 
Britain—to make capital out of the immediate vulnerability 
of specific British interests in China while treating American 
protests on matters of principle with some semblance of 
respect. 

If the Far Eastern situation is allowed to drift for want 
of collaboration between the Powers affected, then there is 
little hope of saving China from Japanese domination. 
There are many who pin their faith on long-term resistance 
by the Chinese Government, coupled with a progressive 
deterioration in Japan’s economic strength. Even were 
this outcome to be expected, it would be a wretched 
termination to hope for, since it would involve chaotic 
conditions over immense areas, with poverty and distress 
for millions of innocent, industrious people. But the 
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chances are that, unless the Powers with interests in the 
Far East intervene on constructive lines, the Japanese 
national effort can and will be maintained. To quote 
from the well-informed and impartial Japan Chronicle of 


July 13: 


No view of the Far Eastern situation is correct which does not 
recognise Japanese ability to continue the war in China for a 
period which can only be described as “‘ indefinite ”’. 


Whether an indefinitely prolonged campaign would 
materially benefit Japan even if it were at length brought 
to a seemingly successful conclusion is, of course, open to 
doubt; but it is quite certain that the longer it continued 
the greater would be the destruction and wastage of British 
interests in the Far East. 

Everything therefore points to the need for arresting, 
by whatever means are available, the present process of 
disintegration. ‘This cannot be done unless the Powers 
concerned can convince Japan that, if she will bring about 
an early discussion of peace, they will make generous 
contributions to it; but that if she insists upon continuing 


her present methods they will reluctantly have to consider 
the application to her of economic pressure which, as the 
Japanese well know, would be overwhelming. 

The difficulties, indeed the dangers, of such a course are 
patent. But no one has yet suggested a simpler or more 
effective means of treating a case that now requires a major 
operation. 





BRITAIN’S DEFENSIVE 
STRENGTH 


I. THe ReEsutts oF REARMAMENT 


* T)RODIGIOUS ” is a much-abused and highly over- 

worked adjective, but it fits the expansion of Britain’s 
fighting strength which has taken place during the past 
twelve months. In the crisis that culminated at Munich a 
year ago, the navy alone of the three fighting services was 
adequately equipped and trained. It is also common 
knowledge that the organisation of the civilian population 
against air attack was conspicuously weak. The con- 
sequences were what they were bound to be. The German 
Chancellor got still more in March when by a sudden coup 
de force he annexed Bohemia and Moravia to the Reich and 
turned the flank of Poland’s industrial centre by converting 
Slovakia into an obedient protectorate. 

The strength thus added, not only to German military 
resources, but also to Germany’s strategic situation as a 
central Power with three dangerous land fronts was for- 
midable. The new facilities which the coup gave for 
aggressive action towards the east were, moreover, quickly 
reinforced and consolidated by the completion of the 
Siegfried Line in the west; and there has also resulted from 
it an increased influence over Italian policy which is more 
like a stranglehold that the handclasp of a friend. 

In these circumstances Europe’s power of resistance to 
German domination has come to depend mainly upon 
British policy and British rearmament. France has shown 
a really heroic resolve within the limits which were open to 
her. She has made an end of weakening political strife, 
and has conceded to her Government emergency powers 
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such as no British Government would ever be entrusted 
with in time of peace. Her industries have given them- 
selves over to intensive production, based in vital cases upon 
a sixty-hour week, and she is rapidly re-equipping and ex- 
panding her air force, which constituted in September 1938 
the only weak point in her defence. Her army was already 
by far the largest and most efficient in Europe west of 
Russia, and she is maintaining it for this period of renewed 
tension by keeping with the colours an extra annual class. 
Her navy, for its size, is excellent. More than she has actually 
done it was not in the power of her gallant people to do. 

This magnificent return to unity in France was indis- 
pensable to the cause of peace. Nothing the British nation 
could do would have been of sufficient avail without it. 
But the very backwardness of Britain’s own preparation 
for war gave her an opportunity for decisive action on a 
scale that was not possible for France, and she has made— 
to repeat the word—treally prodigious use of it. 

The naval situation in European waters differs in two 
important particulars from that which faced the Entente 
in 1914. Germany has now no battle fleet, and requires 
attention from the naval point of view only as a potential 
commetce raider who is well equipped for attack upon the 
sea-borne supplies of her enemies. Italy, on the other 
hand, is now a naval factor of great importance; her 
alliance with Germany and her influence in Spain have 
transformed the position in the Mediterranean and com- 
pelled us in Great Britain to regard those narrow waters 
as Our major theatre for naval action, if war is forced on us. 
No man can accurately foretell the extent to which air action 
may affect our mastery of the sea. In the event of a general 
war, it is not likely to prove a serious menace to our fleet, 
but it would certainly make convoy duties more difficult 
and hamper the movement of transports and merchantmen, 
at any rate in the first phase of the war. 

The total strength of the navies of the British Common- 


wealth at the end of 1938 was 15 capital ships, 63 cruisers, 
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170 destroyers, 54 submarines and 8 aircraft-carriers. In 
addition there were then under construction 7 capital ships, 
22 cruisers, 29 destroyers, 15 submarines and $§ aircraft- 
carriers, many of which will be ready for service at need 
before very long. A further reinforcement of 2 capital 
ships, 4 cruisers, 16 destroyers, 4 submarines and one air- 
craft-carrier was voted in the present year. The equip- 
ment of this great fleet is now up-to-date in every way. 
It is particularly well fitted with the most modern anti- 
aircraft guns, and it has a formidable reserve of warlike 
stores and oil. The weakness revealed by the Abyssinian 
crisis in 1935 has therefore happily long since been left 
behind. 

The predominance of the British fleet in European waters 
is, in plain fact, much greater than it was in 1914, and new 
inventions have unquestionably increased the vulnerability 
of submarines. We have to remember, however, that 
while we can impose an effective naval blockade on Ger- 
many the influence of air-power upon sea-power is a new 
and incalculable factor which is bound to circumscribe our 
strategy until we have learnt by actual experience what its 
range and power of action may be. War will no doubt 
produce surprises—it always does. New conditions might 
spring some unexpected results. But none of these, how- 
ever inconvenient in a particular area or for a particular 
time, is in the least likely to transfer effective mastery of the 
seas to other hands. 

The relative strength of air forces is much harder to 
assess. With regard to numbers, the 1938 programme of 
1,750 first-line aeroplanes is complete, and the strength is 
rising rapidly to the 1939 programme of 2,370. These 
figures are for the metropolitan air force alone. British air 
forces Overseas, not counting those of the Dominions, 
number between one-quarter and one-third of the metro- 
politan strength; the fleet air arm rather more than one- 
third. Production is now well organised; we can count 
upon an output of not less than 1000 aircraft a month. 
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The French air strength may be put at about a half of 
ours. Production, stimulated by a new spirit of co-opera- 
tion between direction and labour, and by a working week 
of 60 hours where the necessity exists, is now giving 
soo aeroplanes a month. France’s air effort has been 
remarkable, and is equipping her with a thoroughly modern 
and efficient force. 

The British and German air forces are pretty closely 
matched at the present time. The Germans still have the 
advantage in numbers, and their bombing force can carry a 
ereater load of bombs than ours; but our fighter machines 
are superior to theirs, and there is good ground for the 
belief that our pilots and gunners are more highly skilled 
than theirs. This is partly because the training of our 
regular air force has been continuously developed for twenty 
years, whereas the German air force started from scratch 
as a military organisation in 1933, and partly because our 
greater command of petrol enables us to give all our flying 
personnel longer experience in the air. Germany’s monthly 
maximum production of aeroplanes is now probably no 
greater than ours; and whereas we have to keep a quarter 
of our total force oversea, her total force must necessarily 
be divided between two European fronts. These various 
considerations suggest that the balance between the two 
air forces is near, the probability being that Germany still has 
some measure of superiority which we are likely to overtake 
by the end of the year. The Italian air force, on the other 
hand, is for the time being unquestionably stronger than 
the French, but not sufficiently so to give the two dictatorial 
Powers any marked superiority over the two democracies 
in the air. 

As to staying power in a protracted struggle, a great deal 
depends upon the extent to which factories may suffer from 
air attack; but there is no reason why, if war comes, ours 
should prove more vulnerable than those of our antagonists. 
We have a marked superiority in petrol supplies; but the 


degree in which air hostilities might hamper sea-borne trade 
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is beyond calculation, and we have also to remember that 
Germany’s command of petrol would be considerably 
enlarged if she were to succeed in obtaining Rumanian 
supplies in a general European war. 

The army, too, has been completely transformed in the 
past year. The striking thing about it is not, for the 
moment, its strength, but the fact that for the first time in 
her history Great Britain has decided to have upwards of a 
million trained soldiers ready in time of peace. It was 
confidently predicted before the event that the introduction 
of compulsory military training by annual classes would 
bring voluntary recruiting to an end. The very contrary 
has proved to be the case, and our new army will consist 
of a combination of conscripts and volunteers, as it did in 
the latter stages of the last war. 

Compulsory service was necessary for two purposes. 
In the first place, it was impossible to keep our anti-aircraft 
artillery in permanent readiness for instant action so long as 
its main personnel was drawn from the territorial force. 
Nearly half the annual contingent of militiamen will con- 
sequently be trained for this branch of home defence. In 
the meantime the territorial divisions have been called upon 
for special service in the critical intervening weeks. So far 
as home defence is concerned, therefore, the army is already 
fully equal to its task. We now have anti-aircraft guns, 
searchlights, predictors and other equipment in plenty—a 
very different picture from that which we presented in 
September 1938. 

The other reason for compulsion was the necessity of 
having a greater reserve of trained soldiers ready to rein- 
force the regular army from the first moment, ‘Territorial 
soldiering is spare-time soldiering. Practically the whole 
strength of the territorial army consists of men who are 
earning their own living in other employments, and 
cannot be called upon for more than a very limited amount 
of training. Such a force can never be counted upon for 
service in the field until from three to six months after the 
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outbreak of war. The territorial army has been practically 
doubled in the past few months. Its spirit and quality are 
splendid; its equipment is being rapidly supplied; and 
it now constitutes a formidable national reserve, nearly 
350,000 strong. But it is a half-trained reserve, not an 
active organisation ready in time of peace. 

It is not possible, while our whole military system is in 
transition, to give any detailed account of its immediate 
strength; but the actual situation, together with the pace 
and potentiality of expansion, may be summarised in a few 
sentences which every layman can understand. 

In the matter of actual strength, the army, in addition to 
meeting all the requirements of home defence, can immedi- 
ately put a number of trained divisions into the field without 
weakening either home or colonial defence. With regard 
to potentialities, the expeditionary force would necessarily 
be limited at first, partly because the territorial army would 
not be ready at once, and partly because a considerable 
proportion of regulars must be kept at home to facilitate 
the organisation and training of our manhood for the full 
deployment of our national strength; but at need we should 
be able to develop that full strength with much greater 
rapidity than in the last war. We should, for example, 
have a million trained soldiers ready for service, apart from 
formidable forces overseas, within at the most six months 
of the outbreak of war; and that number could thereafter 
be doubled and even trebled, if the achievement of our 
strategic aim required it, without reducing our output of 
supplies or over-straining our industrial strength. We are 
therefore organised to pit our whole strength against that 
of others, if their aggression obliges us to do so, however 
totalitarian may be their organisation of force. 


Il. THE NEED FOR MAN-POWER 
O what uses would these immensely powerful forces 
be put in the event of a general war forced upon us 
by the action of the Axis Powers? Let us be clear in the 
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first place about the main strategic objective. It would be, 
of course, defensive in the broadest sense. We have no 
desire to conquer new territory or to reduce any other 
nation to permanent subservience. We should be fighting, 
if fight we must, to maintain the political independence and 
territorial integrity of all parts of the British Common- 
wealth of Nations, and we would strive to do the same for 
the territory and independence of all our allies. We 
could not be sure that in the course of a great struggle some 
of those territories would not be temporarily over-run, 
as Belgium and Rumania were over-run during the last 
war; it might even be that some of the more distant 
territory of the Empire itself might be isolated and occupied. 
But in that case the freeing of conquered territory would 
have to become part of our strategic aim—not necessarily 
to be achieved by military action in those territories them- 
selves, but inseparable from the purpose to which our main 
activities were directed, that is, peace on honourable terms. 

The fact that our own main strategic object would be 
defence should not, however, blind us to two considerations 
which would, in modern conditions, be vital to success. 
The first of these is the plain fact that the struggle in which 
we should be engaged would be totalitarian war. The 
second is that defence alone can never win a war. There 
has been some writing on these two subjects which tends 
to obscure the magnitude and the character of the effort 
that we should have to make. 

Warfare on the principles of limited liability is an 
attractive but delusive idea. To practise the greatest 
possible economy both of aims and means is fundamental 
common sense, and we should be careful to husband our 
resources in both ways to the utmost extent compatible 
with the great defensive object which compelled us to 
take up arms. But we would end by undergoing sacrifices 
much heavier than we need if we were not clear from the 
outset as to the limits of such economy—limits beyond 
which it is certain to defeat its own ends. 
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First, then, as to aims. Our main object would be 
defensive, and we would have to guard against the tendency 
to continue the struggle @ outrance beyond the point at 
which that defensive object had been secured. Lord 
Lansdowne’s peace initiative in the winter of 1917-18 was 
treated with obloquy by all responsible for the conduct 
of the war, and it is possible that peace couid not have been 
secured on honourable terms at that time because the liquida- 
tion of Russia had filled the German High Command with 
visions of a decisive victory on the western front. But 
Lord Lansdowne was wiser than his critics in declaring 
that, if peace with honour were obtainable at that moment, 
it should be made. The allied nations wanted to reduce 
their enemy to impotence and to dictate peace exclusively 
on their own terms. They got their way, and have been 
paying for it ever since. The price in blood and treasure 
during the last nine months was shattering, yet that was but 
the first instalment of the bill which Europe and the whole 
world incurred. Let us then be clear that in another war 
our central purpose must be defensive, and let us not be 
tempted by the passions that war sets loose to protract 
hostilities beyond the first moment when our central pur- 
pose can be honourably attained. 

But while our central object would be defensive and 
should remain so to the end, let us not delude ourselves 
with the idea that because our aims are limited we can attain 
them economically by asking others to bear the main brunt 
of the struggle and sparing our own effort either by sea or 
land or air. The limitation of our aims must not mislead 
us into thinking that we can practise an equal limitation of 
effort in achieving them in the event of war. The lessons 
of military history have to be read with clear discrimination 
if they are not to mislead. In the days when States in 
combination waged war upon each other with small 
professional forces, it was possible for us to finance the 
efforts of others and thereby to limit our own contribution 


to the man-power engaged. But those days are gone. 
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Napoleon’s national armies raised warfare to another plane; 
and, although he himself was defeated in the main by a 
combination of professional armies of the traditional 
mercenary type, he established a new principle which has 
revolutionised the character of war. France herself, with 
the professional army of the Second Empire, went down 
before the system of national military training that Prussia 
had learnt from her sixty years before; and since that time 
armies have come to represent the whole manhood of the 
nations to which they belong. The last stage has been 
reached by the new dictatorships, which reshape every facet 
of the life of the nations which they control for the purpose 
of totalitarian war. To that the only answer is equally 
totalitarian war. We cannot expect other nations to fight 
for us; we cannot hope for success even in the limited 
sphere of strategic defence upon those terms. When every 
allowance has been made for modern inventions such as 
mechanical transport and the development of fire power, 
when every consideration has been given to the economy 
of force in the attainment of our ends, when every use has 
been made by wise leadership of the mobility that we should 
derive from predominant sea power, we shall find that 
victory depends upon trained man-power and that alliances 
will not secure it for us unless our resources of man-power 
are joined to those of our allies. The balance is a near one, 
and only we can turn the scale. 

Arguments from the folly of massed frontal attacks upon 
prepared positions, arguments against the perpetration of 
new Paschendaeles, arguments from the power of resistance 
conferred upon the defence by modern instruments of war, 
are indeed arguments for the fullest possible economy of 
force in the methods that we use; but they are not argu- 
ments that can justify us in preparing to do less than our 
utmost in reinforcing the man-power of our allies. It 
would not be sufficient, in the event of war, to prevent the 
enemy from imposing his terms upon us. He would 
certainly be holding territory that we were pledged to 
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liberate, and we must be able to obtain our minimum terms 
from him. In military parlance, therefore, the strategical 
defensive must be combined with the tactical offensive if our 
object is to be secured; and the success of the tactical 
offensive is likely to be determined by its command of 
trained men. 


TJ. Tur EAsteERN ALLIANCES 


HIS conclusion would be inescapable even if our only 

ally in Europe were France; it is driven home with 
still greater force by the guarantees that we have given to 
other countries. Great Britain is now the pivot of a system 
of alliances which commit her, for the first time in her 
history, to definite obligations in eastern Europe, where 
neither sea power nor air power can render immediate aid; 
and this entirely novel responsibility requires analysis. 

A pact with Russia apart, the Turkish agreement is the 
greatest of all possible reinforcements of our strategic 
situation—in three important ways. In the first place, it 
gives the British fleet invaluable bases in the eastern 
Mediterranean which largely reduce the value of the Italian 
bases from the Sicily-Tunis line to the Dodecanese. In 
the second, the Turkish forces could contribute most 
powerfully to the defence of Egypt and still more of the 
Suez canal. In the third, by giving us naval access to the 
Black Sea through the Dardanelles, and military access to 
the Balkan peninsula through eastern Thrace, together 
with the support of Turkish military strength, it constitutes 
a standing threat on the south-eastern flank of the Axis 
Powers. ‘These are signal advantages, and it is no wonder 
that Turkey’s ready adherence to the Peace Front was a 
shock to both Berlinand Rome. The gravity of this shock 
may be measured by the help which the Central Powers 
derived from their alliance with Turkey in the last war. 

By comparison, the guarantee to Greece imposes upon 
British arms the defence of a land frontier that is seriously 
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threatened by the Axis Powers. If Italy from her new 
position in Albania were to invade the southernmost corner 
of Jugoslavia and occupy the plateau which marches with 
the northern frontier of Greece, she would establish a 
serious menace to Greek security. But it was essential to 
enable Greece, if possible, to resist the pressure on her to 
join the Axis Powers. Moreover, her relations with Turkey 
are cordial, and her harbours in the Aegean would be 
valuable to us in keeping the eastern Mediterranean open 
for any movements that we might desire to undertake. 
With Greece as well as Turkey in the defensive front, our 
task in that quarter is greatly lightened, not only tactically 
but also in regard to our relations with the peoples of 
Cyprus and the Levant. 

The alliance with Poland and the guarantee to Rumania 
stand in a different category. Apart from the fact that any 
further tolerance of unprovoked aggression against in- 
dependent States would weaken the cause of freedom 
everywhere, these undertakings were indispensable to 
prevent, if possible, a very formidable reinforcement of 
Germany’s strategic situation and also of her resources for 
a protracted war. But while they make it necessary for 
Germany to acquire these advantages by force, if she is to 
acquire them at all, and while the Polish alliance would 
compel Germany to fight on two fronts if she elected to 
attack first in the west, they increase the content of our 
main strategic defensive aim. We must hamper a German 
attack upon those countries by all means open to us; and, 
if we were to fail thereby to save them from occupation by 
Germany, we would have to continue fighting until 
Germany was forced to release her hold. 

One other feature in the situation requires notice. 
If Belgium had remained an ally of France and Great Britain, 
we would have held positions in Belgian territory that 
would have greatly increased our facilities for air warfare, 
both in defending Great Britain against air attack and in 
bringing air power to bear on Germany. Belgium’s 
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decision to become neutral will not absolve us from the 
necessity of going to her rescue if her neutrality is infringed ; 
but it does prevent us from taking steps in advance to 
reduce the danger of such infringement or to resist it if it 
occurs. Holland and Switzerland present a similar problem. 
Their policy of neutrality is very natural from their own 
point of view, since they must obviously desire to keep 
themselves out of any quarrel between their more powerful 
neighbours if they possibly can. But in their case, as in 
that of Belgium, their neutrality is in some ways a definite 
handicap to the two western democracies, upon whom, in 
the last analysis, the maintenance of their independence 
rests. 


IV. Tue Roap tro VIcTory 


E have seen, then, on a broad canvas what the setting 
of war in Europe would be, if war were to break out 
in the next few months or weeks. The uses to which 
our forces might be put is much harder to predict, since the 


initiative of war would certainly lie with the Axis Powers. 
The only thing that may be assumed with reasonable 
certainty is that Germany would not take the offensive 
simultaneously on both her eastern and her western fronts. 
If she decided to throw her main strength from the outset 
against Great Britain and France, we should have to con- 
centrate on defeating that challenge in the western theatre 
where it would be made. But it seems more likely that 
she would begin by an invasion of Poland and then of 
Rumania, taking the defensive on her western frontier 
until a decision in the east had been obtained. In this 
latter event we might have some difficult moral as well as 
military problems to decide. 

Our first consideration, of course, would be to establish 
the security of our insular base and our world-wide sea- 
borne supplies. There is no reason to suppose that we 


should fail in either of these essential purposes, even if 
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Germany were to undertake an air offensive in the west in 
addition to her main eastern enterprise—though it must 
never be assumed that there would be no set-backs or 
surprises even in this field, where all our strength can be 
fully and instantaneously deployed. There might, indeed 
there certainly would, be unexpected developments, though 
they would not be confined to one side. But, whatever 
these might be, Great Britain would hold the seas 
and would also rise superior to air attack, however intense, 
upon her ancient island citadel. 

Far more difficult would it be to decide how best she 
could assist her eastern friends, whom she has guaranteed. 
Her first step, of course, would be to impose a naval 
blockade upon Germany. The effectiveness of this would 
depend to some extent upon the position taken up by 
Italy—a problem that will be discussed in another para- 
graph. But, however effective the blockade might be, its 
strangulation would be slow as well as sure, and it would not 
do much to hamper a massive onset upon Poland or even 
Rumania, which Germany might concentrate upon com- 
pleting in the course of a few weeks. No one can predict 
how far the Polish army, with all its tactical é/an and reckless 
bravery, might succeed in withstanding the tremendous 
equipment for aggressive warfare that Germany would 
bring to bear. Confidence in a quick decision upon the 
eastern front may indeed be one of the main factors that 
incline the German Fuehrer towards war. We could not, 
however, reinforce Poland to any effective extent upon her 
own soil, and we would therefore be obliged to do our 
utmost to distract and weaken the German offensive against 
her in other ways. 

Should we then launch our tremendous air force against 
German munition centres, even if Germany were to declare 
that she would use hers only against fortified harbours and 
bases, armies in the field, aerodromes and ships of war ? 
Our course would be clear enough if Germany launched an 
indiscriminate air attack upon Poland or upon any other of 
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our allies, let alone ourselves ; but if she refrained from doing 
so we should have to face a difficult question, with moral 
and political as well as military implications. 

The problem set by Italy might also be a searching one. 
If Italy went to war in alliance with Germany, well and good. 
Both France and ourselves would know what course to 
take, and would take it immediately. But Germany might 
prefer that Italy should remain nominally neutral, for more 
reasons than one. With Italy nominally neutral, one or 
more of the practicable turning movements against Ger- 
many’s southern flank would be debarred. With Italy 
nominally neutral, we should have much more difficulty in 
imposing an effective naval blockade. Movements of 
ships, troops and supplies in the eastern Mediterranean, 
moreover, would be bound to remain precarious so long as 
Italian sea and air power was neither shattered nor definitely 
committed to our side. These are grave considerations, 
which might seriously affect our ability to give help to our 
eastern allies; and, though there are other obvious con- 
siderations that tell in a contrary sense, it might very well be 
necessary, in justice to our undertakings, to demand facilities 
of Italy that she might be unwilling to concede. The 
Italian problem may therefore be as searching as the air 
problem from the moral and political as well as from the 
military point of view; and the moment may be near when 
some very plain and pointed questions concerning Italy’s 
future course should be addressed to the Government in 
Rome, as the only way of relieving the tension caused by the 
long-drawn imminence of war. 

If, despite all our efforts to save the peace, Germany were 
to attack westward, our course would be plain. If she 
attacked eastward, it would not be plain at all; but two 
points at least stand out clear—first, that we-would have to 
do everything in our power to save our eastern allies from 
defeat; and, secondly, that if despite our efforts they were 
defeated in the first phase of war we should continue fighting 


with all the resources at our command until their freedom 
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was restored. This decision might well involve us in far- 
ranging operations by land as well as by sea and air. Only 
by the skilful combination of all three services would our 
great strength and power of mobility be economically and 
effectively deployed. We must seek to avoid both the lack 
of imagination which made a shambles of Paschendaele and 
the lack of combination between the services which deprived 
us of success at Gallipoli while the gates of opportunity 
stood wide. No Power in the world will command such 
strategic openings as we shall when, not long hence, we can 
put thirty well-equipped divisions in the field. If war is 
forced on us, we must use them to the full, if we are to 
achieve our limited objective in the shortest possible time. 
To do so would be vital, not only for ourselves, but also 
for the world at large, since it is not victory alone that we 
must seek, but sufficient remaining power and will to make 
a generous and abiding peace when victory is won. 


V. Two EssentrraL NEEDS 


OR that purpose, however, the higher direction of 
military preparation and thought in this country un- 
fortunately still lacks the effective concentration that obtains 
in France and Germany. In both those countries the control 
of all war effort is in the hands of a single, central command. 
In Great Britain each of the three services is still too much 
a law unto itself, and none of the committees on which we 
rely has the character or necessary attributes of what the 
French call their Conseil Supérieur de la Guerre. Tradition in 
the services is too powerful, and amongst civilian Ministers 
there is insufficient understanding of the fact that without 
a central and effective brain to direct our strategy we shall 
once again fritter resources which should be economised, 
blunder into action instead of planning it, and needlessly 
increase the duration and cost of war. 
To combine the ideas of three separate staffs can never be 
equal to the strategic planning of a single staff, thinking 
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independently of war as a whole without the limitations 
that necessarily beset a single service thinking first of itself 
and only afterwards of the other two. Gallipoli is but one 
of many lessons which we have still apparently to take to 
heart. Wedo not even know as yet how the Government 
itself would be organised in case of war. We only know 
that, like our strategical planning organisation, it could not 
work effectively in its present form. 

Let us, then, hope that in case of need we shall have with- 
out delay both a War Cabinet and a combined general staff 
under a single head. If Britannia is to make the most of 


her fine new trident, she must have a stout single handle 
behind its three prongs. 





~ 


GOVERNMENT BY COMMISSION 
IN NEWFOUNDLAND 


By a Newfoundland Correspondent 


I. TRADE AND FINANCE 


OR the past five years, Newfoundland has been 

governed by a Commission of six members appointed 
by the British Government, three from the United Kingdom 
and three from Newfoundland. This Commission, with 
the Governor as chairman, is vested with full legislative 
and executive authority, subject to the supervisory control 
of the Dominions Office and the Treasury in Whitehall. 
The “ key ” departments, that is to say, the departments of 
Natural Resources, Public Utilities and Finance, are 
administered by the three Commissioners from the United 
Kingdom. 

The attempts of this Commission to restore prosperity 
to Newfoundland have been well-meaning but hitherto 
unsuccessful. Two of the country’s major industries are 
badly depressed. Unemployment has attained alarming 
proportions and is increasing. Poverty and distress are 
widespread. The position, already grave, will become 
desperate unless prompt action is taken to restore the morale 
of a disillusioned and unhappy people and to revive the 
vital industries of the country. 

Newfoundland, whose area is greater than that of 
Scotland, while her population is considerably less than 
that of Edinburgh, is essentially a producer of primary 
commodities, and her economic prosperity depends on the 
oversea markets for her newsprint, her fish, and her 
mineral products. Her total trade for 1937-38 amounted 
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to $210 per head, and, of that, foreign trade amounted to 
$119 per head. In 1937 some symptoms of economic 
revival could be discerned as a result of improved 
international trade. The total value of Newfoundland’s 
exports rose from $519 million during the twelve months 
ending June 30, 1937, to $62°8 million in the corresponding 
period a year later. ‘This was the highest aggregate attained 
since 1930. ‘The improvement was mainly due to the 
favourable market conditions for newsprint and minerals. 

The international trading position of Newfoundland is 
reflected in her customs returns, from which about three- 
quarters of the Island’s ordinary annual revenue is normally 
derived. ‘The yield of customs in 1937-38 amounted to 
$8,631,181. ‘The duties imposed on the ordinary necessities 
of life, despite downward adjustments of the tariff in 1935, 
1938 and 1939, remain much too high. They are unjust in 
their incidence, weighing most heavily on the poorer 
classes, whose standard of living would, in any case, be very 
low. Their drastic reduction is imperative, even at the 
cost of aloss in revenue. This loss could be made good by 
devising a more equitable system of taxation, which would 
include an increased income tax, heavier death duties and 
higher automobile licences, all of which are at present 
comparatively low. 

The total revenue as well as the yield of customs showed 
a steady increase over the four-year period 1934-38. The 
revenue for 1937-38, at $12,287,686, was the largest 
revenue in the history of the country, but there was still a 
considerable deficit, amounting to $1,301,495. ‘The deficits 
since 1934 have been met by grants-in-aid from the 
United Kingdom Treasury. Expenditure under the Con- 
solidated Fund services accounts for approximately one- 
quarter of the total expenditure. The total debt as at 
June 30, 1939, was approximately $100,000,000 and the 
annual cost of the debt service is in the neighbourhood of 
$3,000,000. 
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II. ADMINISTRATION AND SOCIAL SERVICES 


XPENDITURE on the supply services has steadily 

mounted. ‘There has been an increase in civil service 
salaries, which had been cruelly cut in the closing years 
of responsible government. Higher salaries formed an 
integral and necessary part of the Commission’s plan for the 
reform of the civil service. Departmental efficiency has 
undoubtedly been increased, and the morale of the civil 
service has been improved, but the standard is still low. 
It is to be hoped that the Commission will soon find its 
way clear to establishing a system of competitive examina- 
tions for entrance at least to the higher grades of the civil 
service. 

Large sums have been allocated both from the ordinary 
revenue and from loans made by the Colonial Development 
Fund to the improvement of public utilities, and as a result 
roads have been improved and concrete bridges built to 
replace the old wooden structures. 

The social services, too, have received enlarged grants, 
though they are still severely handicapped by inadequate 
funds. A successful attempt has been made in education to 
modernise the curriculum of the schools and to improve 
the qualifications of the teachers. There is still neither free 
nor compulsory education, but the vigorous policy of the 
department of Education has produced important results. 
The number of children attending school has steadily risen 
in the last few years, the average attendance has improved, 
and an increasing proportion of the pupils go on to the 
higher grades. These results are all the more gratifying 
because a decisive improvement in the standard of education 
is an indispensable condition of the political and economic 
rehabilitation of the country. 

Admirable efforts have been made by the department of 
Public Health and Welfare to combat disease, which is 
making devastating inroads on the health of a people 
whose powers of resistance have been undermined by the 
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malnutrition consequent on prolonged economic depression. 
The problem is a very grave one, as the ratio of doctors is 
only one to 4,000 of the population; despite the offer of 
financial assistance from the department, doctors have 
declined to practise on many stretches of the coast. The 
Government has erected ten cottage hospitals, fully staffed 
and equipped, at strategic points throughout the Island. 
A district nursing service, employing more than forty 
nurses in 1938, has been set up and is doing heroic work, 
and an anti-tuberculosis campaign is being vigilantly 
conducted; but the effectiveness of the whole public health 
service is woefully hampered by totally inadequate hospital 
facilities and by the lack of financial resources. 

The outlay under the head of able-bodied relief has been 
very heavy since the inception of government by Commis- 
sion. The rate of relief, which is paid in kind, continues, 
however, to be desperately low, affording bare subsistence 
to the recipients. The situation is all the more serious in 
view of the increasingly large proportion of the population 
in receipt of relief. At the beginning of the present year 
it was estimated that approximately 75,000 people received 
relief out of a total population of 295,000. 


III. Forests, Fish AND FARMING 


URING the last fifteen months, Newfoundland has 
been in the throes of a terrible economic depression. 
This is reflected in the financial returns for the year ending 
June 30, 1939, the revenue shrinking by over a million 
dollars to $11,221,242. One of the causes of this setback 
was the trade recession in the United States during the 
autumn of 1937, which produced a very adverse effect on 
the newsprint and logging industries in Newfoundland. 
Restricted cutting of the newsprint firms at Grand Falls and 
Corner Brook resulted in an increase in the general level of 
unemployment. 
With the aim of counteracting this trend, the Government 
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continued its negotiations with the Bowater-Lloyd company 
of London for the acquisition by the company of the Gander 
timber limits, comprising 3,380 square miles of forest land. 
The company was to have the right to export pulp wood for 
its mills in England on condition that it set up a sulphite 
mill on the east coast of Newfoundland. This agreement 
was signed in January 1938 subject to the condition that 
either party had the right to renounce the contract at 
any time before May 31, 1938. In the interval the price of 
newsprint slumped, Messrs. Bowater-Lloyd acquired the 
International Pulp and Paper plant at Corner Brook and 
exercised their right under the conditional clause. Nego- 
tiations were resumed, however, and the company even- 
tually purchased the Gander limits and were granted export 
rights for 99 years by the Government, subject to their 
extension of the Corner Brook plant to a capacity of 30,000 
tons of sulphite per annum. Messrs. Bowater-Lloyd 
further promised to export a minimum of 50,000 cords of 
rough wood annually, subject to a royalty of 30c. a cord and 
subject also to a penalty for non-fulfilment which was 
originally fixed at 25c. per cord. 

The proposed agreement, which was made public some 
considerable time before it was finally ratified, aroused 
almost universal opposition throughout the country. It 
was criticised on the ground that the possibility of a third 
newsprint mill, to which the people had looked for increased 
employment, had been indefinitely postponed, if not 
permanently destroyed. It was argued, further, that the 
potential value of the great timber resources on the Labrador 
coastal fringe—which would naturally help to feed a news- 
print mill on the Gander—had been grievously impaired. 
The grant of export rights for such a long period as 99 
years was held to be much too valuable a concession to 
have given in return for the extension of the company’s 
mill at Corner Brook. Finally, the penalty for non-export 
was at first condemned as ridiculously low, and as therefore 
affording no adequate guarantee of continuous employment 
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for Newfoundland loggers. When, as a result of popular 
agitation, the penalty was later raised to $2 a cord, the 
critics pointed out that even if the company discontinued 
cutting for export they could still evade the penalty under 
another clause of the agreement, which stated that the 
penalty might not be enforced by the Government if the 
company could show proof that market conditions made 
cutting operations uneconomic in any given year. The 
Government, however, took the view that there was no 
immediate prospect of the establishment of a newsprint 
mill on the Gander and that the need for employment was 
urgent. ‘The agreement was therefore signed at the close 
of 1938, despite continued popular opposition. 

A fortnight before the opening of the Bowater-Lloyd 
controversy the Commission committed a political blunder 
of the first magnitude in the action that it took in the so- 
called Holmes fish case. The Newfoundland Fisheries 
Board (which will be referred to again later) refused to 
grant to a fully licensed exporter of fish an export licence 
under the Newfoundland Fisheries Board Act to ship the 
balance of a consignment of 6,000 barrels of salt codfish to 
Porto Rico, on the ground that the purchase price of the 
fish was less than the minimum of $8+75 which the Board 
proposed to establish. The exporter appealed to the 
Supreme Court of Newfoundland, which delivered judg- 
ment in his favour and issued a writ of mandamus against the 
Fisheries Board. ‘The latter was thus compelled to issue 
the export licence. But before the fish could be exported 
an emergency meeting of the Commission was called, and 
special legislation was passed in the form of a Permits Act 
putting an interpretation on the Fisheries Board Act which 
nullified, as the trade later claimed, the original intention of 
the Act. Under the Permits Act the export of the fish in 
question was prohibited. 

By the enactment of this special legislation the Commis- 
sion voided the effect of the judgment of the Supreme 
Court and set at naught the King’s prerogative writ of 
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mandamus issued by the Court pursuant to its judgment. 
The Commission claimed that its action was justified on the 
ground that the sale of the consignment in Porto Rico 
would have had a disastrous effect on the market for fish. 
But the unprecedented course followed by the Commission 
exposed the judiciary to contempt and undermined the 
sense of public security by depriving the subject of the 
protection of the courts for his civil liberties. That 
respect for the rule of law which is the basis of the whole 
social order is seriously weakened when the functions of 
the judiciary are usurped by the legislature, especially in a 
country where the legislature is non-elective and un- 
representative. 

Newfoundland’s economic recovery is inextricably inter- 
woven with the revival of her fisheries. Although the 
export value of the fishery products is lower than that of 
the newsprint, and in 1938 was lower even than that of the 
mineral products, the fishing industry is of much greater 
importance to the country for several reasons. In the first 
place, the great majority of the people are directly or 
indirectly dependent for a livelihood on the fishing industry 
and its subsidiary trades. Secondly, the fishing industry, 
unlike the mines and the paper-mills, is financed almost 
entirely by Newfoundland capital. Moreover the real 
income from the fisheries must not be estimated solely on 
the basis of the export value of its products, because a 
large portion of the fish caught is used for domestic con- 
sumption. 

The salt codfishery is by far the most important branch 
of the fishing industry. Statistics show that 7,000 fewer 
men obtained supplies to enable them to fish in 1938 than in 
1937, and that the average net earnings of the fishermen 
amounted in 1937 to only $61 per head, and in 1938 to 
only $86 per head. Yet for most of these men the cod- 
fishery is the chief means of livelihood. This deplorably 
low return is ample proof that a majority of the fishing 
population are living on the verge of starvation. 
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The resuscitation of the staple industry has therefore 
engaged the earnest attention of the Commission. The 
task, however, has been made very difficult by increasingly 
adverse market conditions in the Mediterranean countries 
and Brazil. The earlier efforts of the Government to 
assist the fishing industry were rather ill-advised and un- 
successful, with the signal exception of the invaluable bait 
service that it supplied. 

A more radical attempt at reorganisation was made in 
1936, when the Fisheries Board Act was passed. Through 
the Board set up under this Act, the Government undertook 
the control of the export of salt codfish. The Board is 
assisted by an Advisory Council elected by the Salt Codfish 
Association, which consists of all the licensed exporters. 
Unfortunately, the experience of the last three difficult years 
suggests that whole-hearted collaboration between the 
Board and the exporters, which is essential to the smooth 
working of the scheme, has not yet developed. 

In 1937 the industry suffered from the effects of a small 
catch. Although the yield improved in 1938, the higher 
catch was offset by the complete collapse of the Spanish 
market, by the continuance of exchange restrictions in 
certain importing countries, and by the new duties imposed 
by Brazil—the largest single market for Newfoundland 
codfish. 

In an effort to solve the complex marketing problem, the 
Government adopted several short-term measures—an 
increase of the salt rebate, an Italian quota for Newfoundland 
fish under the Anglo-Italian trade agreement, and a 
guarantee against losses to the exporters on certain grades 
of fish, provided they undertook to return stipulated 
prices to the fishermen, and formed co-operative marketing 
groups to eliminate unnecessary sales competition and price- 
cutting. These measures, however, have been criticised 
in Newfoundland as mere palliatives, and for five years 
the country has looked in vain to the Commission for 
a thoroughgoing programme of reconstruction in this 
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industry. The conviction is growing that a measure of 
government control must be extended from the marketing 
to the production of salt codfish. 

There is, moreover, an urgent need for the expansion 
and the diversification of Newfoundland’s fisheries. The 
Government, according to recent indications, has grasped 
the salient fact that other branches of the industry must be 
developed. An agreement between the Government and 
the Santa Cruz Oil Company for the exploitation of 
Newfoundland’s enormous herring resources is awaiting 
Dominions Office sanction. The Government is also 
seeking to attract foreign capital for the establishment of 
the fresh codfish industry, and an agreement has been 
initialled with the General Sea Foods Corporation of 
Boston, U.S.A., in an attempt to secure a portion of the vast 
potential United States market for the sale of fresh-frozen 
codfish from Newfoundland waters. 

An analysis of the fishery returns clearly demonstrates 
that the income of the fishermen must be augmented from 
other sources, the most obvious of which is the land. The 
Commission has therefore been endeavouring, with fair 
success, to stimulate interest in farming, and to promote less 
primitive methods of cultivation. A model farm is being 
conducted, and a farmers’ training-school is being operated 
in conjunction with it. Experiments in land settlement are 
being made in five districts, but one of them, the largest, is 
a failure, and the others are of dubious economic value. 
Professional farming can be carried on profitably only in a 
few favoured areas, and the future of agriculture appears to 
lie rather with part-time subsistence farming on the part 
of fishermen and loggers. The Government has according- 
ly distributed bonuses in kind in the hope of encouraging 
the improvement of soil, the clearing of new land, and the 
establishment of small holdings. Agricultural societies 
have been formed, and the Government has co-operated 
with them in an attempt to improve the breed of livestock. 
Moreover, confidence in the quality of domestic farm 
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produce is being gradually engendered by the introduction 
of the National Mark and by the strict enforcement of the 
Vegetable Grading Act of 1935. 

Last year the natural resources of Newfoundland were 
investigated by Mr. J. H. Gorvin of the United Kingdom 
Ministry of Agriculture and Fisheries. His report, which 
advocated certain definite measures of reconstruction on a 
regional basis in both fisheries and agriculture, was, on the 
whole, very well received throughout the Island. His 
subsequent appointment as Commissioner, combined with 
certain provisions of the new budget, indicates the adoption 
of at least the gist of his recommendations. ‘Their practical 
application presents difficulties, but should provide a 
starting-point on the road to rehabilitation. 

Capital on a large scale is, however, imperative. The 
Commission, both in its work of economic reorganisation 
and in its administration of the social services, has been 
almost fatally handicapped by the lack of adequate funds. 
Small grants-in-aid have proved useless. Every month lost 
has meant increased depreciation of boats and gear,and, what 
is far more important, the deterioration, physical, mental 
and moral, of a fine race of men. The cost of delay has 
been human degradation. It is too high a price. The 
Dominions Office appears, at last, to have sensed the true 
gravity of the situation. The budget for 1939-40 makes 
provision for special reconstruction expenditure of over 
three million dollars, bringing the total estimated expendi- 
ture to the unprecedented aggregate of $17,116,908. As 
revenue is estimated at only $11,381,700, a deficit of 
approximately six million dollars is envisaged, which 
will be met by a grant-in-aid from the United Kingdom 
Treasury. This must be regarded as a very generous 
measure of financial assistance from the Mother Country, 
particularly at this critical juncture, when her own financial 
resources ate being strained to the utmost by the colossal 
effort of her defence programme. ‘The fact, too, that this 
grant is being made to finance a new policy of all-round 
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reconstruction is generating new hope in the hearts of 
Newfoundlanders. 


IV. PotrricAL RECONSTRUCTION 


HERE is a crying need, at the same time, for political 

reconstruction. While the ultimate objective must 
be a return to responsible government and Dominion 
status, the time is by no means ripe for the termination of 
government by Commission. The following proposals are 
tentatively submitted as modifications of the present system 
that might improve its efficiency, while facilitating the 
transition to eventual self-government. 

Local self-government is unknown in the Island, except 
for the municipality of St. John’s. The Government 
should therefore introduce a scheme of local self-govern- 
ment as speedily as possible. The services of co-operative 
field-workers, teachers, and other local officials should be 
used to impart a knowledge of the rights and obligations 
of local responsible government to the people of the 
outports. In view of the administrative inexperience of 
outport citizens and of geographical obstacles to the co- 
operation of scattered settlements in some parts of the 
Island, this plan of local government would have to be 
developed very gradually. But developed it must be if 
the civic consciousness of the people is ever to be aroused. 
These local elected councils would provide a training- 
ground in which local leaders could serve an invaluable 
political apprenticeship that would in time equip them to 
grapple with public questions of national importance. 

In the second place, the Commission has been handi- 
capped by its non-representative character and might with 
advantage be assisted by a central advisory council com- 
posed of, say, twelve members to be elected by the people 
as their representatives for a term of three years. This 
council would be consulted by the Commission of Govern- 
ment before the latter passed any important measure or 
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artived at any vital executive decision. ‘The Commission, 
of course, would be entitled to reject such advice, if it 
thought fit, but it would be expected to give careful con- 
sideration to the views of the council, which would, 
moreover, have the right to bring proposals of its own to 
the attention of the Commission. Later, the council might 
be allotted some degree of control over the Commission, 
and this control might be increased by regular stages. 

The election of such a representative body would serve 
several important purposes. It would free the Com- 
mission from the charge frequently brought against it at 
present that its policy is seldom communicated to the public 
until after a final decision has been reached. Additional 
weight has been lent to this charge in recent months by the 
character of the official communiqués of the Commisson 
meetings, which have degenerated into bald catalogues of 
Acts passed and appointments made. It would provide an 
effective means whereby the Commission could be kept 
informed of the reactions of public opinion to its measures 
and proposals, a matter in which the Commissioners them- 
selves have felt themselves seriously handicapped. It 
would help to ease the transition to responsible government 
in due course by keeping alive the democratic traditions 
of Newfoundland and by giving to the future leaders of the 
community an opportunity to study at first hand the full 
implications of current developments in legislation and 
administration. Otherwise the termination of government 
by Commission may well find the country destitute of 
political leadership. 

In view of the ignorance of Newfoundland affairs dis- 
played recently in the House of Commons at Westminster, 
it is further suggested that two members of this advisory 
council, chosen by itself, should be entitled to attend the 
sessions of the House without voting power. These 
members would, of course, normally reside in Newfound- 
land, except during the sessions of the United Kingdom 


Parliament, when they would visit England and participate 
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in any debate touching the interests of Newfoundland. By 
this device some of the graver dangers implicit in remote 
control from Whitehall might be avoided or at least con- 
siderably diminished. This is admittedly a radical proposal, 
but it appears to be the only means whereby, under the 
system of Commission government, the Mother Country 
can free herself from the reproach of permitting “‘ taxation 
without representation” to be imposed on a once self- 
governing Dominion. 

Further necessary reforms involve no such radical 
departure from precedent. At present, under the Letters 
Patent of 1934, His Excellency the Governor acts as chair- 
man of the Commission of Government. In view of the 
increasing unpopularity of the Commission’s measures, this 
position may become both embarrassing to the Governor 
personally and derogatory to the dignity of the Crown. 
The Letters Patent should therefore be amended to enable 
His Excellency to withdraw from active participation in the 
policy of the Commission to the more exalted sphere in 
which the representatives of His Majesty the King moved 
in the days of responsible government. 

It is felt by many that the appointment of civil servants to 
the Commissionerships of Natural Resources and Public 
Utilities has been unwise, and that their attachment to 
routine methods and their lack of technical industrial 
knowledge handicaps them in undertaking what is, after all, 
a pioneer work of reconstruction. It is to be hoped that, 
in future, a first-class business man with wide practical 
experience of the fishing industry will be appointed as 
Commissioner for Natural Resources and that an expert 
mining and metallurgical engineer will be selected as 
Commissioner for Public Utilities. 

Furthermore, three years is much too short a time to 
afford the United Kingdom Commissioners a real oppor- 
tunity of familiarising themselves with the conditions of 
Newfoundland. The appointment of Commissioners for a 
longer term—say, six years—would avoid this disadvantage, 
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and would put them in a better position to understand 
and solve the problems of the country. 

In 1934, the people of Newfoundland felt that the 
surrender of responsible government, even for a brief 
period, was a very heavy sacrifice that could be justified 
only by the country’s complete and rapid economic recovery. 
Almost everybody looked forward with child-like faith to 
the establishment of a speedy millennium. They under- 
estimated the magnitude of the economic problem and 
over-estimated the capacity of the Commissioners whom 
Great Britain would send out tothem. In the spring of this 
year, when prosperity seemed as far off as ever, excessive 
optimism was followed by a pessimism that was also perhaps 
a little excessive. The contrast between the high hopes of 
1934 and the bitter disillusionment of 1939 was almost 
heartbreaking. ‘The Commission, it was felt, had pursued 
the wrong policy. It had also, and only partly because of 
its wrong policy, forfeited the confidence of the people. 

The Commission of the future must not only pursue the 
tight policy; it must also convince the people that it is 
right. To do so it will need to adopt a much more sym- 
pathetic attitude towards public opinion. At present 
popular criticism is more negative than positive, destructive 
rather than constructive. Public opinion hardly knows 
what it does want, but it does know what it does not want— 
and that is the Commission in its present form and com- 
mitted to the policy of the last five years. Only inspiring 
leadership combined with constructive ideas can now free 
Newfoundland from the chains of misery and despair in 
which the misfortunes of a generation have bound her, and 
enable her to regain her status as a self-governing Dominion 
within the British Commonwealth of Nations. 


St. John’s, 
July, 1939. 
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I. THe Wuire War 


S July passes into August, in this fateful year 1939, 

the so-called “white war”, which has already been 
raging for many months, shows signs of entering a decisive 
phase. Some call it a battle of nerves; but that is only 
one aspect of the war by words and whispers. ‘The weapons 
in this war are all the instruments of modern publicity, 
headed by radio and the newspaper: the tactics vary 
according to the terrain to be covered and the immediate 
objective to be gained: the strategy, as displayed by those 
who have made this new art of war their own, is aggrandise- 
ment of the nation and its policies, denigration of those 
regarded as its enemies, the sowing of confusion, fear, 
jealousy and doubt among their peoples, and the flattery 
or terrorisation of small Powers and special interests. 
It is not a war launched by the democracies, but one in 
which they have been forced to take up arms in self- 
defence. Just as Great Britain and her fellow members 
of the “‘ Peace Front ” have flung themselves into rearma- 
ment in a grim attempt to make good the march stolen 
on them by the totalitarian Powers from 1933 to 1936, 
so the British campaign in the war of propaganda is not 
aggressive but defensive, an effort to reply by the obstinate 
reiteration of truth to the bombardment of foreign false- 
hoods. 

This effort is lightened by the fact that the cause for 
which Great Britain and the other democracies stand is 
a moral and universal cause. It appeals, without the aid 
of advertisement, not to their own people only, but to 
civilised and freedom-loving men everywhere. That does 
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not absolve them, however, from the duty of making 
their cause known, nor save it from being abused and 
misrepresented by those whose ambitions it obstructs. 
In respect of international actions and motives, as experience 
amply shows, it will not do to rely on the assumption 
that good wine needs no bush. There are vast tracts of 
world opinion to which the British case is unknown in 
its true light, either because it has never been explained, 
or because between it and the public there has been inter- 
posed the distorting glass of foreign propaganda. 

For three reasons the radio has been the first of the 
chosen weapons of propaganda across national frontiers. 
The first is that it can penetrate insidiously right into the 
homes of the people upon whom it is exercised. It can 
speak to them with a single voice, from morning to eve, 
whether they be in great cities or far-away hamlets and 
homesteads. And it can speak to them urgently, at once, 
when a crisis arises and decisions have to be taken by 
public opinion as well as Governments within a few 
hours. Of the available weapons it is the most easily 
employed, and gives the best value for money. The 
second reason is that radio propaganda cannot be stopped 
at customs barriers or ports of entry. It is to the news- 
paper or pamphlet what the aeroplane is to the infantry- 
man. There are indeed means of direct defence—jam- 
ming,* or the compulsory limitation of the range of 
receiving sets. But just as some bombers will always 
get through, so will some wireless waves. Moreover, 
those means of defence will be used by democratic Powers 
in peace-time only under extreme provocation, and are not 
being used by them yet. 

The third reason is that in the field of radio transmission 
all countries started, roughly speaking, from scratch. 
None of the great Powers was under the handicap, as 
several of them were in regard to international cables, 


* ie. the spoiling of reception by interference on the same wave- 
length. 
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that for various geographical and historical reasons (in- 
cluding the fortunes of war) it had few lines of com- 
munication under its own control, or none at all, while 
its rivals could span the whole world with theirs. The 
ocean cables of the world are predominantly British and 
American: but the ether is as open to a landlocked country 
as it is to a great maritime Power. In some ways, indeed, 
the totalitarian countries of central Europe are specially 
favoured by geography for obtaining world coverage by 
short-wave radio; for many of the principal areas which 
it is important for propaganda purposes to reach can be 
served by them with narrower beams than, say, Great 
Britain or the United States must use. They can therefore 
give a stronger “ signal ” from equal transmitting power.* 


II, BROADCASTING IN THE BRITISH COMMONWEALTH 


HE British Isles are fairly well situated for the purpose 
of obtaining world coverage on radio beams. But 
if the Empire is considered as a whole its advantages in 


this respect are overwhelming. It has nevertheless failed 
disgracefully to make use of them. Countries like Germany 
or Japan must radiate to the whole world from their own 
home territory. They cannot establish radio stations at 
the other ends of the world under their own fiag. Great 
Britain can. Her opportunities, however, have been 


* Sce the specially drawn map on p. 723. The strength of a 
broadcasting “‘ signal”? varies inversely with the angle of the sector 
or beam in which it is concentrated. Distance of a given area from 
the transmitter is therefore not the only factor determining the signal 
strength under given transmitting power, even if atmospheric con- 
ditions are taken as constant. Width of the arc which the area 
occupies in relation to the transmitting point is equally important. 
The seaboard of east Asia from Japan to Java may be cited as an 
example: the Philippine islands are, to the eye, the most centrally 
situated point in relation to this zone; but Tokyo or oe 
would be a much better point from which to cover it with broadcast 
waves, since the whole of it lies within a narrow sector radiating 
from cither of those cities, whereas from the Philippines a much 
wider angle of arc would be needed. 
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gravely neglected. Even local medium-wave broadcast- 
ing is backward in the colonial empire, largely because 
there has been no consistent imperial policy concerning 
it. Development has been left to the enthusiasm or 
apathy of colonial Governments, which have frequently 
not had the financial means, even where they have had the 
desire, to build and maintain radio stations that could 
not possibly pay for themselves out of local licence-revenue 
for many years. These stations would be giving pro- 
grammes to neighbouring territories, British and foreign, 
without return. Every one of the Dominions has a 
medium-wave broadcasting service for its own national 
purposes. But none of them has a short-wave service 
capable of giving reciprocity with the Empire service 
from the United Kingdom, let alone affording world 
coverage. Australia has inaugurated a short-wave service 
which can be heard in the South Pacific zone, but it is only 
of low power, and can hardly be regarded as more than a 
regional expansion of the local broadcasting service. 
There is a short-wave station in South Africa of which the 
same is true, though its power is larger. All-India Radio, 
controlled by the Government of India, has several short- 
wave stations, but they are designed entirely for Indian 
purposes, being more effective than medium-wave stations 
for so large a country with such difficult physical conditions. 
Indeed there is not anywhere in the whole British Common- 
wealth, outside Great Britain, a single high-power short- 
wave broadcasting transmitter. 

The sole British system of long-distance public broad- 
casting is transmitted from Daventry in the Empire pro- 
grammes of the British Broadcasting Corporation. The 
B.B.C. is a United Kingdom organisation, deriving its 
revenue from reception licence fees in the United Kingdom 
only. Thanks to the initiative and the imperial patriotism 
of a few people within its own organisation, it has been 
broadcasting an increasing length, variety and strength 


of programmes to the overseas Empire since 1927. But 
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it was the appointed business of no government or public 
authority to see that an imperially financed and imperially 
controlled broadcasting system was able to cover the whole 
British listening world, let alone foreign countries. The 
far-flung Empire became, in the matter of broadcasting, a 
liability to the B.B.C. rather than an asset to British Com- 
monwealth broadcasting as a whole. 

Two things in particular would have been and are still 
needed to turn its distances and its geographical variety 
from a liability into an asset. The first is the erection of 
high-power, short-wave radio transmitters in the several 
oversea Dominions, with the possible exception of New 
Zealand, and also in India. The second is the erection, 
at two or three focal points in the dependent Empire, of 
high-power, short-wave stations to relay B.B.C. pro- 
grammes, and to re-broadcast translations of those pro- 
grammes in the languages of countries in their region. 
These measures should have been taken long ago; but it 
is not too late. ‘The need to take them has been increased, 
not diminished, by the delay hitherto. As far as the 
Dominions and India are concerned, they themselves must 
decide, under the stimulus of their own public opinion. 
But public opinion, unless it is vigorously led, is unlikely 
to demand something which is of no immediate utilitarian 
merit, and the cost of which falls at home while the benefit 
is apparently reaped abroad. The ideal means of approach 
would probably be an imperial broadcasting conference, 
bringing together responsible delegates of both govern- 
ments and broadcasting authorities. But this is scarcely 
feasible during the present international crisis, and further 
delay is dangerous. It is therefore up to the Dominion 
and Indian Governments themselves to give the required 
lead to public opinion. 

As for the focal relay stations, they are urgently needed 
to reinforce the British voice in areas not easily or economic- 
ally covered from the United Kingdom, such as the Far 
East, western North America, the Near East and North 
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Africa. The exact choice of site is a technical, and in 
some measure a strategic, problem which it is not within 
the competence of this article to discuss; but at least one 
station in the western hemisphere and one in the eastern 
are plainly indicated. It is high time that these schemes, 
which it could hardly take less than two years to complete, 
were put in hand as a matter of defensive necessity. They 
should be financed, as far as possible, co-operatively by 
the several countries of the Empire most nearly concerned, 
but the brunt of the burden would inevitably and properly 
fall on the United Kingdom, just as it does in military 
forms of defence. 

At the same time, it is highly desirable that the short- 
wave transmitting facilities of the United Kingdom itself 
should be increased. Germany, though having no empire 
with whose peoples she has to keep in touch, regularly 
uses at least eight high-power short-wave transmitters. 
The B.B.C. now use five and will shortly possess six, 
supplemented for the time being by three low-power 
transmitters. (Postal transmitters are not included for 
either country). If Italy and France respectively are added 
to the two sides, the sum works out even more in favour 
of the totalitarian States. This is one of the reasons for 
the complaints—which, it must be admitted, are not 
always well founded—that Zeesen is stronger than Daventry 
in certain areas of the Empire. It must be remembered 
that apart from its foreign broadcasts the B.B.C. sets itself 
to cover every part of the Empire at those times of day or 
night when the local inhabitants are most likely to want to 
listen in, whereas Germany can concentrate on those areas 
or peoples, such as the Near East or the Afrikaans-speaking 
section of South Africa, which she particularly desires to 
impress. 

The multiplication of the B.B.C.’s foreign-language 
broadcasts during the past few months, despite the reluctance 
to embark on a “radio race” with other Powers, is a 
tribute to the high value that this form of national publicity 
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is recognised to possess. An extension of the broadcasts 
to other languages, whenever this was held desirable in 
the public interest, would be greatly facilitated by the 
possession of extra high-power transmitters, which would 
also enable the existing broadcasts to be continued for 
longer periods. At present the B.B.C. broadcasts four 
oversea services. ‘The first is the Empire service, which 
is transmitted on several wave-lengths and directional 
beams * for 19 hours out of the 24, every day. It includes 
a special weekly programme in Afrikaans. The second 
service is in Arabic, which occupies one hour a day. The 
Latin American service occupies three hours, including 
two special news-periods in Spanish and one in Brazilian 
Portuguese. The European short-wave programmes 
daily fill the whole of twelve hours between 11 a.m. and 
11 p.m. Greenwich time. They include entertainment 
material drawn from other programmes, with special 
periods in English, German (three-quarters-of-an-hour 
daily), French and Italian (half-an-hour each), and Spanish 
and Portuguese (quarter-of-an-hour each). The need for 
adding other languages, principally in Europe, is obvious, 
if only in order not to lose further ground to the totali- 
tarian Powers, who are already broadcasting in them 
regularly. 

The heart of the programmes in foreign languages is 
the news bulletins and news commentaries. The aim is 
to report facts truthfully, to interpret facts fairly, and to 
make British policy (itself a factual element of news) more 
widely and accurately understood. News bulletins and 
commentaries form only a part of the Empire short-wave 
programmes, which are intended primarily for the 
Dominions, India and the dependencies overseas, but 
they are recognised as probably the most popular and 
certainly the most important part. The problem, there- 
fore, of increased transmitting power for broadcasting 
from the United Kingdom, from the Dominions and India, 

* See map on p. 723. 
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and from focal points in the colonies, is essentially a 
problem of spreading British news—news of Britain and 
the British version of the international news—more widely 
and more effectively among world public opinion. 


III. Press News sy Rapio 


HERE is another aspect of the same problem which 

is also closely connected with radio transmission. 
That is the distribution of news to the world’s press.* 
The development of cheap wireless communication has 
not been without its effect, both beneficial and adverse, 
upon the British news agencies, of which by far the most 
important, and the only one that need be mentioned for 
the purposes of this article, is Reuters, with its affiliates. 
Reuters is still supreme, as a source of press news of world 
affairs, throughout the British Empire. In the Far East, 
however, formerly a preserve of Reuters, it has an exceed- 
ingly stiff fight to wage against foreign news agencies, 
such as Domei (Japan), Deutsche Nachrichtenbiiro (com- 
monly known as D.N.B.), Stefani (Italy) and Havas 
(France). All these news agencies, if not state-controlled, 
are subsidised by the state directly or indirectly. The 
American agencies, Associated Press and United Press 
(known as A.P. and U.P.), have also advanced in the Far 
East at the expense, to some extent, of Reuters. They are 
able to operate more cheaply, not because they are sub- 
sidised, for they are not, but because they cover their 
costs in their main field of exploitation, the United States. 
The principal zone of influence of these American 
agencies, outside the United States itself, is Latin America. 
Here Reuters has never had a foothold, as a result of a 
self-denying clause in its covenants with Havas in former 
days. At the present time such British news as reaches 
South America by direct channels is contained in the 


* See the article on British News Abroad in THe Rounp TaBLe, 
No. 107, June 1937, pp. 533-546. 
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B.B.C.’s Spanish and Portuguese short-wave programmes. 
As far as the newspapers are concerned, South and Central 
America used to be the preserve of Havas, but latterly 
the French agency has had to withstand the competition, 
not only of A.P. and U.P., but also of D.N.B. and Stefani, 
which have done their utmost to spread German and Italian 
versions of the news—including news of the British 
Empire—in Latin America. In Europe, each of the larger 
countries maintains a home monopoly for its own national 
agencies; but, to the extent that a neutral or free market 
exists, Reuters is handicapped as it is elsewhere by the fact 
that its competitors among the continental agencies are 
without exception subsidised by their Governments. 

It is not suggested for one moment that Reuters itself 
should receive a subsidy from the British Government. 
To do so would be to rob Reuters of an advantage that 
is worth far more in the long run than financial ease, 
namely, the belief of the world in the truth and detachment 
of its news. A grant of public money by way of subsidy 
would lead in the end to the imposition of public control, 
and to a grave encroachment on the freedom of the press. 
But there is one aspect of the problem to which special 
attention needs to be directed, and it is the aspect on which 
this article has already touched. One of the fundamental 
reasons for the difficulties encountered by Reuters in the 
news war is the relatively advantageous use made of the 
radio by its competitors for the dissemination of news. 

The news broadcasts of the B.B.C., the material for which 
is furnished mainly by Reuters, are copyright, and may be 
neither re-broadcast by local stations nor taken down and 
used by the newspapers. This rule of copyright is main- 
tained in order to preserve the legitimate commercial 
interests, not only of the agencies, but also of the news- 
papers in the receiving countries. A news agency such 
as Reuters, that is to say a news agency not dependent 
on subsidy from the state, has to meet the enormous cost 
of a world-wide news-collecting service entirely from the 
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subscriptions that. it receives from newspapers, with such 
small supplements as are paid by broadcasting authorities. 
If newspapers were free to take their news gratis from the 
air, competitive newspaper enterprise would be stifled, 
and the sources of unsubsidised news would dry up. By 
contrast, no copyright is imposed, as a rule, on oral broad- 
casts from foreign countries. That does not mean, how- 
ever, that newspapers everywhere are free to publish such 
broadcasts, for their publication is forbidden in many 
countries. The reasons are not only political. They are 
also financial, and take into consideration the fact that a 
substantial loss of telegraphic revenue would be suffered 
if the newspapers were enabled to receive news by radio 
free of cost. 

The withholding of the right to re-broadcast radio 
news from local stations—a very proper safeguard from 
the point of view of the news agencies and the newspapers— 
has given rise to controversy in the past and may do so 
again. During the crisis of September 1938, there was 
an intense demand throughout the Empire for the swiftest 
and most complete service of broadcast news, and hence 
for a relaxation of the ban on re-broadcasting B.B.C. 
bulletins. Reuters patriotically waived its copyright for 
the period of the crisis, and B.B.C. news was widely re- 
disseminated. Such strong hostility, however, was ex- 
pressed by Australiannewspapersand the principal Australian 
news agency to this infringement of their undoubted rights, 
that the copyright in the news sent out from Daventry 
was restored in Australia after a very brief interval. A 
situation of that kind, having a perfectly reasonable ex- 
planation but liable to misunderstanding by the public, 
might recur if in another world crisis the same general 
circumstances were repeated. There is no simple way of 
avoiding it. From the point of view of the agencies, 
the share of the news-collecting cost that is borne by the 
B.B.C., in the way of payment for their news services, is 
far too low to justify a procedure calculated to injure the 
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interests of the newspapers, who meet virtually the whole 
of the cost. A much larger payment for news services 
by the B.B.C. might perhaps redress that particular balance, 
but unless it were accompanied by some very substantial 
gain for the newspapers themselves it would not fully solve 
a vety complicated problem. 

The problem cannot be solved without reference to the 
broader picture of the whole supply of news to the world 
press. Here again the invention of wireless has entangled 
what might otherwise have been a simple issue. In 
addition to word-of-mouth broadcasts, each of the official 
agencies of the Axis Powers transmits by radio regular 
bulletins of news in morse. These being subsidised, and 
no charge being made for transmission, apart from the 
reception fee charged by various Administrations, they are 
available for publication in newspapers either gratis or 
on payment of a very small subscription. To a certain 
extent a comparable service is British Official Wireless. 
It does not pretend, however, to be a general news agency 
service. It is a short daily bulletin of news issued from 
the Press Department of the Foreign Office. It consists 
generally of official news and official interpretation of the 
diplomatic news. Its character is determined by the need 
topreservethelegitimate rights of Reuters and the Dominion 
news agencies as commercial concerns, which would have 
a serious grievance if their Government entered into 
competition with them in offering a full and attractive news 
service to their customers. 

Reuters itself puts out a series of “ multiple-destination ” 
wireless services which can be picked up with suitable 
equipment in most parts of the world. But in respect of 
the price at which these services can be offered to news- 
papers they find it hard to compete with the subsidised 
news transmission of the totalitarian States. Where a 
number of different destinations can be served with the 
same messages, the cost of transmission by radio is far 
less than the cost of transmission by cable. News agencies 
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of the Axis Powers, bolstered by subsidies, take advantage 
of this comparative cheapness of radio-telegraphy for 
multiple addresses, while Reuters, although it avails itself 
so far as it can of the radio multiple-address system, has 
to pay the charges itself and is therefore at a disadvantage 
in price competition with subsidised rivals. 

A reduction of the wireless rates for multiple-destination 
press messages, to a level enabling the British news agencies 
to compete on fair-and-square terms with their foreign 
rivals in this field, appears as the obvious answer to the 
difficulty. The objection can be made, however, that it 
would unduly undercut cable transmission. It is true 
that the multiple-address system of radio transmission, 
under the international regulations by which it was con- 
stituted, is subject to limitations that do not apply to cable 
transmissions. Nevertheless it is arguable that the multiple- 
address system tends to divert traffic from cables, and 
thus to affect the revenues of Cable and Wireless. 

Since it is indeed a matter of national policy to secure 
wider dissemination of British news, any necessary com- 
pensation to Cable and Wireless in this connection might 
reasonably be made a national charge. Possibly, the 
reception of multiple-address radio news from Great 
Britain could be entrusted in certain countries to Cable 
and Wireless, and the difference between the latter’s 
legitimate charges for reception and the rates desirable in 
the national interest could determine the amount of sub- 
vention required. But whatever arrangement be made the 
essence of the proposal is that, while Reuters and the 
Dominion news agencies should be left entirely inde- 
pendent of the government, they should be enabled to 
give a much wider and cheaper service of news. This 
might be achieved, it is suggested, through the reduction 
to a suitable level of the emission charges of the govern- 
ment radio-emitting stations, combined with a grant of 
financial assistance to Cable and Wireless in compensation 
for their making suitably low reception charges in countries 
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where this is feasible. Cable and Wireless might also be 
asked, in return, to make a further reduction in charges 
for other forms of press messages. 

Under the scheme thus outlined, extended broadcasting 
by the B.B.C. and extended provision of news through the 
multiple-address wireless would be mutually comple- 
mentary. Newspaper interests would not be disturbed. 
There would be no reason why the broadcasting authorities 
should encroach on their domain. The task of the broad- 
caster would be to reach the ear. The task of the news 
agency and newspaper would be to reach the eye. Ex- 
perience has proved that these two forms of approach 
can be made complementary and co-operative rather than 
competitive and hostile. News to the ear increases the 
appetite for news to the eye, which can be far more com- 
plete and reasoned than word-of-mouth bulletins. 

The annual cost to the Treasury of the proposed scheme 
would probably be rather less than the upkeep of a single 
cruiser; but the return in ultimate defensive value would 
be out of all proportion. 





UNION: OCEANIC OR 
CONTINENTAL 


I. New Loyarrires For OLp 


HE puff of propaganda and the cut of criticism, 
which during the past few months have played upon 
the project of international union, have combined to expose 
the basic problems to which that project gives rise. They 
are not problems of constitutional detail, nor of economic 
adjustment. The basic problems are rather social and 
spiritual, problems in the relations of men to their fellow 
men. Political institutions must be founded not only on 
the interests, but also on the sentiments of those concerned 
in them, and it is no use planning the architecture of federal 
union until we can feel sure that the foundations of common 
interest and common sentiment are strong enough to bear it. 
This is what THE Rounp TABLE wrote, a few years ago, 
concerning the impact of economic change on the structure 
of federal States : 

Political systems are a complex of rights and duties, resting 
ultimately on the oe . to whom, or to what authority, does 
the citizen owe allegiance.... Is it the federation or the 
constituent state? If the answer is the federal government, as 
for the vast majority it must be, then an integration of powers, 
designed to meet the necessities of economic circumstances, 
accords with the underlying realities, by whatever process it may 
be secured. If the answer is the constituent state, then such an 
integration merely lays in store a fresh and still more dangerous 
conflict.* 

If it is necessary to ask such questions about loyalties 
within established federal states, how much more necessary 
is it to ask them about the basis of allegiance for a federation 
of what are now sovereign nations ? 

* THe Rounp Taste, No. 101, December 1935, p. 114. 
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In modern political affairs there are two contrasting 
trends, the one towards integration, the other fissiparous. 
On the one hand, the nineteenth-century spread of the 
Pax Britannica: on the other, the twentieth-century change 
from British Empire to British Commonwealth of inde- 
pendent nations, each entitled to its own sovereign decision 
on the least and the greatest matters. Within a single 
generation, the break-up of the Austro-Hungarian Empire 
on the one hand, and on the other the rise of German hege- 
mony in eastern Europe, involving the disappearance of 
two sovereign States and the virtual subjection of two or 
three others. On the one hand, the reduction of Turkey 
from a vast empire of many lands to a single national 
kernel: on the other, the growth of a common sentiment 
of the whole Arab world from the Atlantic to the Persian 
Gulf. 

These two contrasting trends correspond to two sets of 
social needs. The development of transport and com- 
munications, the economic integration of the world, have 
made it imperative to build politically upon an ever wider 
basis of common material interest. Education and travel 
have broadened the knowledge of ordinary men and with 
it their sense of citizenship. The advance of military 
technique, furthermore, has made more disastrous than ever 
the outcome of national divisions, and has made that 
disastrous outcome known to every home. 

Yet the very movement towards integration, which these 
factors promote, brings a reaction in its train. The larger 
grow the total numbers of an organisation, the smaller 
becomes the relative size of a given minority within it, and 
the less, therefore, is that minority’s influence likely to be 
upon the affairs of the whole. The widening of the organisa- 
tion is indeed liable to create new minorities: in Great 
Britain, for instance, Englishmen are in a substantial 
majority, whereas in an Anglo-American federation (if that 
were possible) they would become a fractional minority, 
and this without relieving but indeed intensifying the 
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minority status of Scotsmen, Welshmen and Irishmen, 
who already have that status in Great Britain. It is the 
same with economic, religious or social as with national 
groups: the extension of the whole diminishes the relative 
importance of the several parts. By such an extension, 
existing minorities may indeed be merged into majorities 
(as, for instance, the Catholic minority in Ulster would 
become part of the religious majority if Ireland were 
reunited), but in each such case, as a necessary corollary, 
an existing majority becomes a minority. On the whole, 
the process of enlarging political units is bound to create 
new minorities and to reduce those that already exist. 
There may come a stage in the process when the sentiment 
or interest (or a combination of both) of the citizens as 
members of minorities begins to outweigh their sentiment 
or interest as members of the larger group. At that stage, 
the fissiparous tendency enters into active conflict with the 
need for integration. 

It is more often sentiment than material interest that 
makes citizens minority-conscious, for men cannot live by 
bread alone. One of the perils of wide political units is 
that they are liable to neglect or even suppress the sentimental 
and traditional impulses of their minorities. The Union 
of South Africa is acase in point. The Union was brought 
about through sheer material need: economic and political 
catastrophe was the certain result of leaving four such 
neighbouring countries, having so many common problems, 
without any common means of government. The Union 
has flourished for close on thirty years because it brought 
into being a sense of South African citizenship, which could 
offset the forces of particularism. The British majority 
in Natal became a British minority in the Union, but at the 
same time it became part of the South African nation. The 
wider sense of citizenship was able to transcend the minority 
motive because neither the special economic interests nor 
the peculiar sentimental symbols of the minority were 
gtossly interfered with by the majority; and it will continue 
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in the future under the same proviso. But latterly there 
have been signs of grave and growing offence on this score, 
and if once the British minority, as a whole, is driven to 
think of itself as a minority first and South African 
afterwards the foundations of the Union will have been 
shaken. 


Il. THe Bastc CHARACTER OF UNION 


LL this points obvious lessons for the study of the 

project of international union. When such a project 
takes practical shape, it must fulfil three conditions. First, 
while providing amply for the pooling of common interests, 
its constitution and administration must give sufficient rein 
to the interests of minorities, which would be multiplied 
in number or reduced in relative weight by its coming 
into being. Secondly, while building up a symbolism and 
a pattern of sentimental loyalties of its own, it must not 
oppress nor even offend the symbolism and loyalties of its 
constituent communities—a consideration of vital impor- 
tance in regard, for instance, to the place of monarchies and 
republics in the greater union. These two conditions point, 
it may be noted, to a loose rather than a close federation, at 
least until experience had tightened its bonds. It would 
be, in effect, a union for certain purposes only—all-important 
purposes, but few in number compared with the whole 
range of public affairs. 

Some people have argued that it is a question of all-or- 
nothing, that sovereignty must be either kept by the nation 
or resigned to the union, as if it were an indivisible quality 
like virginity. This is surely a mistake. Sovereignty may 
be shared in varying proportions, as it is, for instance, be- 
tween the Australian Commonwealth and states.*¥ Even a 

* “Tt has been ruled by the High Court . . . that the State Parlia- 
ment may in matters within its sphere bind the Crown in the Common- 
wealth. ... The Crown in the Commonwealth and in the State 
are so distinct that one can sue the other not merely on contract, but 


also even against its will in tort under the constitution.” A. Berriedale 
Keith, The Constitutional Law of the British Dominions, pp. 304-5. 
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customs union represents a partial pooling of sovereignty, 
if there is a common authority, responsible to the public, 
for settling the rates of customs. The contrast between 
the union system and the league or treaty system of inter- 
national collaboration, which leaves sovereignty intact, 
does not lie in the completeness of the sovereignty that is 
resigned by the collaborators. Nor does it lie in the 
nature of the instrument whereby it is resigned—constitu- 
tion or mere pact—since all constitutions are, to begin with, 
pacts among the parties to them. It lies in the nature of 
the body that exercises the transferred powers. It must 
not be a delegate assembly of the parties, but in effect a 
government and parliament of the people. An inter- 
national organisation, provided it satisfies this test, is none 
the less a form of federal union for having only a limited 
field of powers. 

Yet, however limited its jurisdiction, any form of federal 
union must fulfil the third condition that has been taught 
us by experience of existing political institutions. It 
must be so grounded in the common interest and common 
outlook of its constituent peoples that it commands suffi- 
cient loyalty of its own to transcend minority motives 
within its own field of powers. That field must embrace, 
as a minimum, foreign policy and defence and the financial 
means of providing for them. ‘These are matters where 
national sentiment is tremendously strong, and the appeal 
of the federal union must therefore be still stronger in order 
to overcome it. This essential, pre-requisite condition of 
any form of federal union between nations impels us to 
examine with the utmost care the bases of sentiment and 
interest on which such a union could alone be based. 

It must be clear, first, that the determining interest behind 
the advance towards union is political and not economic. 
True enough, economic nationalism, which union is designed 
to overcome, has intensified trade depression and hindered 
trade revival in the world at large. But the enlargement of 
the boundaries of government is no guarantee of economic 
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stability. ‘The possession of a huge and, in a high degree, 
self-sufficing territory did not save the United States from 
suffering far deeper depression than many smaller and less 
favoured countries. Indeed it is arguable that, in the present 
state of progress in the public control of economic aber- 
rations, a great area, reckoning by wealth and numbers of 
population, is liable to a more violent sequence of booms 
and slumps than a smaller one. Certainly the gap between 
the two ends of the economic scale tends to be wider in the 
larger community; and economic minorities tend to be 
more mercilessly submerged. No: if the economic 
motive alone were at work, the project of union would be 
neither more nor less essential to the survival of civilisa- 
tion than universal free trade. 

The dominant impulse is political: it is the threatened 
breakdown of western civilisation through war. The fearful 
urgency and weight of this motive for union have -un- 
doubtedly made men think of it as practical who in less 
perilous times would have dismissed it as a visionary’s 
dream. That is to the project’s advantage. 

But the character of the impulse behind it has also done 
the project a disservice by making people conceive it as a 
means of deterring aggression rather than a means of 
establishing world order. Consciously or unconsciously, 
many of its advocates think of it as designed rather to 
preserve peace for its members, or even to assure them 
victory over the “‘ lesser breeds’, than to destroy the very 
foundations of international war. Even Mr. Clarence 
Streit, the American author whose book Union Now 
has done more than anything else to keep the idea of inter- 
national federation before the public, is not free of this 
error, though he is innocent by compatison with some of 
his self-proclaimed disciples, who treat union as simply the 
best means yet suggested of baffling the Axis Powers. Mr. 
Streit talks of his project as bringing about “‘ a permanent 
unbalance of power”. But this is to-day the very objective 
of Germany, just as it was the objective of France after 
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1918 and of the League of Nations itself. And Herr Hitler 
is just as right as was Monsieur Poincaré or Lord Cecil in 
believing that if there is an overwhelming “ unbalance of 
power” there is no war—while the “ unbalance” lasts. 
It never lasts long. Balance and unbalance of power alike 
are by-products of unmitigated national sovereignty. The 
aim of union is not to translate power-politics into a form 
comfortable to ourselves but to do away with physical force 
between nations to the same extent as it has been abolished 
within national affairs. 


Ill. THe PrRospLreM OF MEMBERSHIP 


HE aspect of federal union on which judgment is 

most likely to be distorted by such misconceptions of 
the philosophy behind it is that of its membership. If the 
objective is consciously or subconsciously held to be the 
overcoming of the Powers of the Triangle, who now 
threaten world peace with their aggressive policies, it is 
natural to seek some formula of membership that will 
exclude them while including a sufficient number of other 
countries to present an irresistible front to the triangular 
combine. ‘The formula is not, of course, difficult to find: 
it is democracy. ‘This is indeed a highly important and 
relevant test of membership. The federation itself would 
be a democracy, and only those peoples could take part in 
it who accept the principle of the government of men by 
themselves, that is to say, rule by elective majority whose 
responsibility it is to care also for the rights of minorities. 
As Tue Rounp TABLE remarked in this same connection, 
however, in a previous issue,* 


the test of democracy. . . is not the universal franchise or any 
particular set of elective institutions, but the question whether 
there exists freedom of utterance, equality of all before the law, 


and some means of letting the popular will, freely expressed, 
control the national policy. 


* No. 115, June 1939, p. 483. 
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The application of a strict democratic formula to the list 
of countries as they stand to-day leads to certain con- 
clusions, which Mr. Streit himself has adopted, concerning 
the initial membership of an international federation. 
What different approach can be made, consistent with the 
principle that all participants in union must accept the 
fundamental doctrine of democracy ? 

Mr. Streit demands “* Union Now ”’, but his real exhorta- 
tion is “ Work Now for Union”. He does not mean 
that it would be wise or practicable for anyone to call 
to-morrow a constitutional convention to set up a federal 
union of nations. Therefore, in working for union, and 
in examining how and in what form it might come into 
existence, we are entitled to hypothecate changes in the 
existing order of things, capable of being brought about 
within the period of years or decades that even the most 
optimistic champions of union realise must elapse before 
it could take constitutional shape. It is no less plausible 
to pre-suppose a new mode of government in certain States 
which at present have laid democracy by than to pre-suppose, 
for instance, that isolationist American opinion can be 
brought to the point of accepting union with half-a-dozen 
countries of “‘ war-crazy”’ Europe, or that the French 
peasantry can be persuaded to endorse a scheme that would 
threaten to flood their land with the cheap produce of the 
New World. 

This line of approach has the immense advantage that it 
avoids an offensive air of exclusiveness which may produce 
an equal and opposite reaction during the period when 
union must be the object of popular agitation rather than 
political action. It saves union from being branded by 
one group of critics as a new species of encirclement, and 
by another as a new device for getting America to pick 
England’s chestnuts out of the fire. Is it not better to say, 
for instance, to the German people: “ Here is a project 
of immense value and vision in which Germany, if she 
chose, might participate as an initial member: what do 
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you think of it ?” than to say: “ Here is a project in which 
we and our friends, being good democracies, can alone 
participate; indeed we are planning it largely in order to 
see that you do not get your way by force: but once it 
has come about, and is seen to be so strong that you would 
not dare defy it, then out of envy you could change your 
mode of government and we would consider whether we 
would not let you in?” 

The above argument is intended, not to show positively 
that Germany or any other non-democratic country ought 
to be included in the list of potential members of union, 
but merely to clear the ground for a fair and unprejudiced 
study of the possible membership of union, in terms not of 
present disqualifications that make it seem impossible, for 
they are legion, but of permanent qualifications that may 
make it possible in the end. 


IV. Pros AND Cons 


HE two contrasted themes concerning potential 
membership are ideological on the one hand and geo- 
graphical or cultural on the other. There is much to be 
said for each. The ideological approach led Mr. Streit to 
propose a union consisting of sixteen democracies: the 
United States, the self-governing nations of the British 
Commonwealth, France and eight smaller democracies of 
Europe. The geographical and cultural approach led 
Count Coudenhove-Kalergi—whose ideas have experienced 
a popular revival under this new stimulus—to propose a 
series of unions, each based on continental solidarity. It 
will be well to consider these two proposals on their merits 
as contrasting possible bases for international federal union. 
From the point of view of Great Britain, they present 
themselves as a choice between participation in an oceanic 
union and participation in a United States of Europe. 
The major merits of the former concept are fourfold. 
In the first place, it would unite a group of peoples having 
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long experience of parliamentary democracy, of the responsi- 
bilities of freedom, and of respect for minorities. In the 
second place, it would link constitutionally countries that 
ate already closely linked economically and ideologically, 
through their situation on the world’s oceans. Contiguity 
by land is not the only kind of bond that geography pro- 
vides: the sea joins as well as separates, and in cheapness 
and ease of transport France, for example, is much closer 
to the United States than she is to Rumania. ‘Their situa- 
tion on the oceans—Switzerland excepted—has also given 
to the members of Mr. Streit’s projected union a common 
outlook on world affairs, free of the myopia and claustro- 
phobia that sometimes afflict continental peoples. In the 
third place, oceanic union would enable the greatest of all 
existing international institutions, the British Common- 
wealth of Nations, to remain intact, within a wider federa- 
tion. It would relieve rather than accentuate the present 
conflict of motives in United Kingdom policy, the conflict 
between responsibilities to Europe and responsibilities to 
the Commonwealth. Finally, the oceanic union, being 
confined to no single continent, would be capable of solving 
within itself, as indeed the British Commonwealth is capable 
of solving within itself on a smaller scale, the vital and 
growing problems of relations between continents and 
races—provided, that is to say, Mr. Streit’s project were 
modified to allow non-white countries like India, which 
fulfil the basic democratic condition, to enter the union 
on equal terms with other members. 

On all these points the alternative project of European 
union (associated with a pan-American federation and other 
continental unions) is open to criticism. It has, first, to 
surmount the obstacle of different forms of government, 
some of which are the reverse of democratic. Secondly, 
it lays, perhaps, undue weight upon mere geographical 
contiguity. New Zealand is certainly in the economic 
and social orbit of the United Kingdom; equally certainly, 
Rumania is not. The most that can be said is that there 
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are degrees of economic connection, just as there are degrees 
of democracy or dictatorship; and that regarded as a whole 
a continent like Europe is closely knit in economic and 
social intercourse—Great Britain, for example, having 
intimate relations with the Scandinavian countries, they 
with Germany, and Germany with the Danubian basin. 
A chain is no less strong because its terminal links do not 
touch each other. 

Thirdly, the continental concept of union would present 
the United Kingdom, and Ireland also, with a very difficult 
choice between their European and their extra-European 
ties. It might mean the virtual dissolution of the British 
Commonwealth, leaving it as scarcely more than an informal 
means of technical and administrative co-operation between 
certain special members of different continental groups. 
Supporters of the project could argue, of course, that this 
sacrifice would be worth while, in compensation for the 
great advantages implied in European unity; or that the 
importance of the British Commonwealth would actually 
be enhanced, because it would become the main bridge 
between the several continental units. 

A purely continental union, fourthly, would have no 
chance of providing, within its own boundaries, a solution 
of those inter-racial problems which threaten to become 
more difficult and dangerous than mere international 
problems within the next few generations. That would 
have to remain a task for a second stage, when the relations 
between the several continental federations themselves were 
reorganised on a new footing. 

On the other hand, two arguments of great weight can 
be advanced in favour of the continental basis of union. 
In Europe, if it could ever be brought about, it would 
solve automatically and permanently the problems that 
threaten to set the whole world ablaze with war, 
problems of frontiers and Lebensraum, problems of rabid 
and excessive nationalism. These troubles the project 
of oceanic union, unless and until it led to something wider, 


3D 743 





UNION: OCEANIC OR CONTINENTAL 


would not abolish but would only hold in check by creating 
an “unbalance of power”. It would be an enormous 
combination of the undoubted “ Haves ” against the self- 
styled “‘ Have-Nots”. The lesson of “ unbalance ” in the 
past is that sooner or later it inevitably turns into a balance 
of power, because the dominant side lacks resolution to 
retain its advantage, while the subordinate side imposes 
stern sacrifices on itself in order to throw off its inferiority. 
The continental form of union is capable, in theory, of 
abolishing for ever both balance and unbalance of power 
within each continent. The second great argument for 
that form is its cultural basis. There is a unity of European 
civilisation which it will take more than an interlude of 
National-Socialist barbarism to destroy. This unity is 
deeply grounded in history and religion, and even some of 
the apostles of aggression draw inspiration from the 
concept of a Europe re-united under a Pax Romana or a 
Holy German Empire. Democratic policy is indeed handi- 
capped to-day by its comparative lack of the unifying 
motive in its approach to the problem of European order. 
Certainly it would be unwise to base a permanent organisa- 
tion of human society on a division in Europe resulting from 
a peculiar politico-economic conjuncture which may prove 
only temporary. 

None of these arguments, in one cause or the other, is 
final. ‘They are not indeed advanced here in order to show 
conclusively the superiority of one type of federal union 
over the other; for the likelihood is that if and when 
international union becomes practicable it will borrow from 
both forms. The point to which this article has been 
addressed is the need to base any political superstructure 
on a foundation of common interest and common sentiment 
which will give rise toa common loyalty. This groundwork 
of unity in the lives and thought of men must be strong 
enough and lasting enough to endure as long as the union 
itself, that is to say, far beyond the horizon even of our 
dreams. 
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I. THe Neurrarrry LAw 


HAT will the United States do if a war crisis develops 

in Europe in the near future? What will it do if 
war itself breaks out P Answers to these questions can be 
given in general terms. 

First, in the event of a threat of war, President Roosevelt 
and Secretary Hull will use every diplomatic device they 
and their ingenious advisers can contrive to prevent its 
actual outbreak. Dramatic or traditional, big or little, 
they will exhaust every possible effort to tell the dictators 
that the power of the United States will be to some degree 
opposed to them in the event of war, and to some degree in 
support of efforts to work out their problems by peaceful 
adjustment. 

Second, if war is actually precipitated, President Roose- 
velt will call a special session of Congress (he might do it 
during the crisis period, as another preventive measure) 
and will seek the practically guaranteed repeal of the arms 
embargo clause in the Neutrality Act. The full economic, 
industrial, agricultural resources of the United States would 
then be at the disposal of Great Britain and France, though 
perhaps on a “cash and carry” basis. In particular, the 
United States would be watching Asia. How, when, or 
whether the United States would actually be drawn into the 
conflict is, naturally, a question that cannot be answered, 
but if one is estimating the probabilities they are that the 
history of 1914-17 would be foreshortened and repeated.- 

The American people have two dominant feelings 
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toward the world situation today : they want to stay out of 
wart, and they do not like the dictators. They are emotion- 
ally unneutral, far more so than in 1914. But they also 
are against sending an expeditionary force abroad. There- 
fore the precise pattern of participation might be very 
different from that of 1917, but it might be none the less 
effective. One stresses, again, the American desire to 
stay out of war. It is the most deeply rooted of this whole 
mixture of sometimes conflicting emotions. But realiza- 
tion is growing that the best way to stay out of war is to 
co-operate to prevent war’s outbreak. However, in this 
co-operation, Congress certainly and the people in lesser 
degree are against giving President Roosevelt any new 
discretionary authority. It is all right for him to continue 
to exercise the wide range of power already granted the 
Executive in foreign affairs. But he must not ask for any 
new validations from Congress until a greater crisis has 
actually changed present conditions. 

These conclusions were all well illustrated in the events 
of recent weeks. First, the Senate refused to repeal the 
arms embargo. This decision was a result of many cirt- 
cumstances. ‘The drive for a new neutrality law was de- 
plorably mismanaged by the Administration. It became 
obscured in the party battles of Mr. Roosevelt’s declining 
political months. It resulted in part from meaningless 
parliamentary blundering. A dozen different minor “ ifs ” 
might have altered the result. The Senate did not exactly 
want to rebuke Mr. Roosevelt’s foreign policy, but it did 
not like to give him a new vote of confidence that might 
have been too wildly construed. So it kept him under a 
kind of check-and-balance by deferring action on neutrality 
until a European crisis or next January’s session—whichever 
comes first. 

Perhaps readers will not object to an American political 
anecdote. Sometimes these incidents illustrate a point 
better than sober reasoning. Mention was made of the 
many “ifs” that swung the balance against repeal of the 
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arms embargo. One of them was the fact that the fight in 
the House of Representatives, because of the rule of seniority 
in committee service, was in the hands of Representative 
Sol Bloom, a New York Congressman. Representative 
Bloom is an affable man, bursting with energy, but pat- 
ticularly unpopular with many Southern and somewhat 
tace-prejudiced members of the House. The rule of 
seniority has now advanced him to the chairmanship of the 
House Foreign Affairs Committee. Had almost any other 
Democrat been in the post, the revisions of the neutrality 
Act might well have gone through Congress. 

Now, how did Sol Bloom get on this important com- 
mittee, anyway? Many years ago, during his first session 
of Congress, Representative Bloom and his wife and 
daughter, who enjoy diplomatic society, were very anxious 
to secure his appointment to the committee. And it 
happened that the appointment lay in the hands of Vice- 
President Garner, then minority leader of the House. 
Representative Bloom asked Mr. Garner for the job, and 
was ruthlessly turned down. He looked around for a 
subtler approach. It turned out that a sage and seasoned 
Texas newspaperman, a great friend of Garner’s, was also 
under obligation to Bloom. ‘The newspaperman, among 
other things, was Washington correspondent for the New 
York Morning Telegraph, a racing sheet, and Representative 
Bloom as a New York Congressman had been very helpful 
to him. So the Blooms invited the Texas journalist 
to dinner, and in the course of the meal asked him if he 
would prevail upon his even closer friend and fellow- 
Texan, Mr. Garner, to secure the appointment. 

The newspaperman went to Mr. Garner and asked him 
to make the appointment. “I won’t do any such a damn- 
fool thing |” said the forthright Texan. “Oh, do it as a 
favor to me,” said the journalist; “I never asked you for 
anything before. This fellow Bloom is only here for one 
term, he’ll never be re-elected, he'll never get to be chair- 
man and we Democrats are in the minority, anyway.” 
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“ That’s all right,” retorted Mr. Garner; “we'll be in 
office some day, and that fellow is going to get re-elected 
just as long as he keeps on good terms with Tammany, 
and he’ll be chairman of that committee, you mark my 
words!” But as a favor Mr. Garner made the appoint- 
ment, and it turned out that Sol Bloom’s chairmanship of 
the committee was one of the palpable “ ifs ” that defeated 
the neutrality Bill revision, with resultant effects on the 
European situation and, perhaps, on world peace. 

This story illustrates the many unpredictable, illogical 
things in American politics. It shows how the checks-and- 
balances system really works. It indicates the dead- 
hand rigidity of the seniority system, by which members of 
Congress become and remain chairmen of important, even 
crucial, committees quite without regard to their abilities. 
And it probably will convey to foreign readers another reason 
why they find it hard to understand American politics ! 

To round out an unconscionably long story, the result of 
the neutrality Bill reversal was temporarily to check and 
rebuke President Roosevelt’s foreign policy. But the check 
was true only with great reservations. The actual situation 
remains this: for any period prior to the actual outbreak 
of war, there are no legislative hindrances on President 
Roosevelt in his conduct of foreign affairs. The neutrality 
law comes into operation only when a legal state of war is 
recognized by the President. And one after another of the 
Republican and Democratic Senators who voted to shelve 
the neutrality law for this session have said that in the 
event of war they believe in revision. Therefore the 
neutrality law is a sort of fiction, not applicable at present, 
and almost certain to be repealed by the time it could legally 
be applied. Moreover, its inhibitions apply only to arms, 
ammunition, and instruments of war. There is not the 
slightest legal hindrance to the sale and shipment of cotton, 
wheat, steel, copper, petroleum, automobiles, engines, 
trucks, and so on. 

So the President’s defeat by the Senate was at once seen 
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as a temporary and a psychological victory only. And 
even the temporary and psychological gains soon came to 
be cut down. For the Senate did not have the support of 
any representative part of the press, and there were many 
indications that large parts of public opinion sympathized 
with the President. The recalcitrant Senators were scolded 
roundly. And the Senators themselves sought speedily to 
acquit themselves of sympathy with the dictatorships. 
One of them said that in the event of war he would favor 
not only a lifting of the arms embargo but also the supply 
by the United States—he did not specify on what terms—of 
aircraft and whatever other materials might be needed to 
Great Britain and France. 


II. Action Towarps AsIA 


ND then the balance was redressed still further. Two 

Bills had been pending in the Senate to apply a sweep- 
ing embargo upon all exports to Japan, ending the so-called 
American alliance with Japanese aggression. Either Bill 
would have required prior denunciation of our 1911 trade 
treaty with Japan. Senator Vandenberg, one of the 
Republicans who voted against action on the neutrality law, 
introduced a resolution to denounce this treaty and call 
together the signatories of the Nine-Power pact to consider 
concerted measures against Japan. President Roosevelt 
and the State Department, not willing to let a Republican 
get ahead of them, speedily and dramatically gave notice of 
termination of the 1911 treaty. They did not even let 
Downing Street know ahead of time. 

This action should be taken as a far stronger warning 
notice to the dictatorships than would have been the repeal 
of the arms embargo. Japanese public opinion, according 
to the best observers, had been clinging to the hope that 
the United States might still be conciliated, and Japanese 
official policy had drawn a strict line of distinction between 
the American sheep and the British goat. The American 
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action on the 1911 treaty should have ended this anomalous 
situation. Indeed, a few days thereafter the Tokyo crowds 
were demonstrating in front of the American Embassy just 
as they had previously paraded before the British Embassy. 
The important fact is that our treaty denunciation was 
hailed with virtually unanimous approval in the United 
States. It was a purely executive act, taken without the 
slightest consultation of Congress, but it was entirely 
within the President’s prerogative, and the Senate beamed 
approvingly. Republicans and anti-Roosevelt Democrats 
agreed that “this was just the sort of thing we ought to 
do!” In part this approval was a shamefaced reaction 
from the prior refusal to act on neutrality. It gave Senators 
a chance to approve the line of action which they had just 
blocked but in which they really believed. In part, too, 
it was an illustration of the greater freedom American 
public opinion gives to its Executive in regard to Asia than 
in regard to Europe. ‘There is virtually no limit to fishing 
in troubled Oriental waters; in Europe—where other 
nations are in the front line—it is taboo. The situation 
is as illogical as many American political emotions. And, 
finally, approval of the treaty action followed an intensive 
campaign which churches, foreign affairs societies, and 
“peace groups ” in general have been conducting for some 
time in support of an embargo on exports to Japan. 
Therefore, inconceivable though it may seem, the 
United States has taken a first step toward blocking off 
commercial intercourse with Japan. ‘The second step will 
normally be due in January, when the six-months period 
for terminating the treaty ends. At that time, if present 
sentiments hold, congressional and public opinion may 
support the imposition of self-denying ordinances keeping 
American cotton, oil, scrap-iron, and other war essentials 
from Japan. At the same time, American purchases of 
Japanese silk—essential to the Japanese economy—might 
similarly cease. ‘The situation is portentous. What sort 
of retaliation would Japan adopt? Would the effects of a 
750 





ACTION TOWARDS ASIA 


two-edged American embargo have a serious effect on 
Japan and prepare the way for an ultimate readjustment in 
Asia ? 

It was one of the unfortunate accidents of diplomacy 
that the combination of domestic circumstances which pre- 
cipitated the denunciation of the 1911 treaty did not take 
place a week earlier, thus preceding and perhaps stiffening 
the Tientsin formula. But the fact simply is that President 
Roosevelt and Secretary Hull were far from being ready to 
act a week earlier, and the apparent weakening of the 
British attitude was an important reason for the stiffening 
of the American. It is definitely hoped that our action will 
take some of the pressure off Great Britain in China, at 
least in the long run, and thus be indirectly helpful in 
Europe. The news cables from London carried numerous 
dispatches recording British disappointment and irritation 
at not having been forewarned of our action, and a British 
diplomat in Tokyo was quoted as saying: “I wish to 
heaven it had come a week sooner”. It is important to 
record that President Roosevelt and Secretary Hull were 
not trying to startle the British. ‘They were trying to be 
helpful, and they acted quickly because they thought speed 
and surprise were of the essence of the matter. 

If an American embargo on Japan is ultimately applied, 
its practical effects may be substantial, though not neces- 
sarily enough to end the war in China. With the European 
armament industries working at capacity for home con- 
sumption, Japan can get her supplies only from the United 
States. The better part of her efficient, high-power arma- 
ment-producing equipment was obtained here, and she 
has ordered much machinery to supplement it. The 
precise machine-tool, steel-fabricating and auto-manu- 
facturing specifications required to dovetail with her latest 
plants cannot be obtained elsewhere, and it is not feasible 
to scrap existing plant and rebuild on a British or German 
basis. Moreover, Japan has been obtaining virtually all 
of her essential scrap-iron from the United States—we are 
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the only world source of supply—and most of her aviation 
petrol from here. Her own heavy industry can no more 
supply her heavy armament needs than her raw-material 
resoutces can provide substitutes enough for the scrap and 
oil that she buys almost entirely from the United States. 
On the other side, American purchases of Japanese silk 
now provide over 60 per cent. of her dollar trade balances. 
The American Government could cut this off under the 
countervailing duty system. The result would greatly 
cripple Japan’s purchasing power, but the blow might not 
be fatal if Japan at the same time augmented her resources 
by several hundreds of millions of dollars by acquiring 
deposits in the foreign settlements of Shanghai and Tientsin. 
However, Japan’s gold stock is low, her dependence on 
foreign supplies is critical, Hence the American “ sanc- 
tions ” would be a blow of the first magnitude. At the 
same time, of course, American armament construction 
proceeds swiftly, and the fleet continues to be concentrated 
in the Pacific. The Senate has just ratified a new treaty with 
Panama, somewhat increasing protection of the canal, 
which is being further safeguarded by construction of another 
complete set of locks. In short, there are plenty of reasons 
for anxiety at Tokyo. ‘Thus is the United States doing her 


bit, taking care of her assignment, in the informal and 
unofficial alliance of the democracies. 


Il. Party Poxrrics AND THE PRESIDENT 


HOULD matters become worse in Europe, the same 

sort of policies would of course continue. Whatever 
President Roosevelt’s domestic difficulties, he can count 
on rising at least a little way above them when he operates 
with sure touch in the foreign field. Already the long and 
murky shadows of American party politics are arising to 
confuse the outward aspects of foreign policy. But the 
rest of the world need not be dismayed. A great many 
strange sounds and sights will emanate from the United 
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States in the next fourteen months, but they probably will 
not alter fundamentally the nation’s foreign policies. In 
short, the party struggles that have so damaged President 
Roosevelt’s domestic prestige need not necessarily block 
his foreign program. 

He is certainly taking a hammering in domestic affairs. 
The late unlamented session of Congress was completely 
rebellious. The Republicans, augmented in last Novem- 
ber’s electoral victories until they amounted to about one- 
third of each House, have held to compact unity, and been 
joined by enough Democrats to make a working majority. 
The facts are simple enough. An American President, a 
dominant and aggressive political leader, approaches the 
end of his second term. There is something of a political 
reaction against his Administration, and a crucial contest 
has begun over his succession. The shadow of the third 
term has hungover this sessionof Congress. One issue alone 
has dominated, even when foreign affairs were concerned. 
It is pro-Roosevelt or anti-Roosevelt, now and in the future. 

These terms mean many things to many people. To 
some, the dominant question is the President’s own 
aggrandizement of the presidential office, with all it implies. 
Passionate opposition to Mr. Roosevelt personally has 
waxed high, just as it has against all strong American 
Executives who claimed to represent “the masses” 
against “the classes”—Woodrow Wilson, Theodore 
Roosevelt, Lincoln, Jackson, Jefferson. Vituperative abuse, 
unlimited hatred, of “that man in the White House” is 
nothing new in American history. You can even find the 
same phrases recurring from Jefferson’s day to the present. 

Although it is significant that such opposition has been 
directed against Presidents who took a populist stand, and 
vested economic interest has often furnished the fuel for 
the attack, it would not be accurate to brush aside such 
hostility as purely selfish or emotional. The case against 
Mr. Roosevelt, which has resulted in his present legislative 
defeats, rests on many grounds. 
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First, the anti-third-term tradition is very strong, and it 
is particularly effective against an aggressive, heavy-willed, 
volatile Executive like Mr. Roosevelt. People are just 
simply tired of so much rushing about in their national 
government. The natural swing-back from a tireless, 
nervous, progressive Administration to a soothing, 
more conservative Administration is definitely under 
way. 

Second, the Administration has failed to bring about 
recovery. Unemployment is still very high, the farm 
problem is as acute as ever, millions of people have become 
accustomed to regular governmental subsidies and will be 
hard to wean. The man in the street wonders whether the 
Administration’s recipe is sound after all. Most of all, 
he is worried by the mounting federal debt. 

Third, all sorts of political coincidences and mishaps, 
down the past six years, add up to more enemies for the 
Administration in Congress, more votes in the opposition. 
And the opposition is cleverly and covertly led by Vice- 
President Garner, a shrewd and silent plainsman best 
described as the “ cactus Coolidge ”. 

There are also, roughly, three great divisions in American 
public opinion. First are those who are against the New 
Deal and all its works, who want it stopped and do not 
care how far reaction and repeal go. Second are those who 
accept most of the New Deal’s reforms, do not want it 
nullified, but want it to pause and calm down. Third are 
those who feel that our national problems are yet unsolved, 
that the New Deal has not gone far enough, and that 
it must press on into fields yet uncharted. 

Any two of these three groups, certainly, would hold 
majority power in the United States. The real test turns 
on the ultimate destination of the middle group. At 
present, this decisive and preponderantly large fraction of 
national opinion leans away from Mr. Roosevelt. Joined 
with the out-and-out oppositionists, they have defeated 
much of his legislative program, and they could certainly 
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prevent his re-nomination or re-election next year. There- 
fore a profound change in the present situation is required 
if the President is to secure the continuance of a zealous 
New Deal program after 1940. One way would be to 
eschew the third-term attempt and support a suitable heir- 
apparent. But no zealous New Dealer is in sight who 
could possibly be nominated or elected. ‘The best the 
President could hope for would be a compromise candidate. 
And such an individual might turn out, just as President 
Taft did for Theodore Roosevelt, to be a reactionary who 
would nullify many progressive reforms. Another often- 
discussed possibility is the effect of a European war on the 
situation. Fora long time it has been generally speculated 
that in the event of a war the country would demand 
President Roosevelt’s experience in office. That conclusion 
can no longer safely be assumed. 

However, Mr. Roosevelt is unshaken in his belief that 
“the people” are with him. Soon he is to cross the 
continent again, re-establishing his contact with the great 
voting masses. His task next year, however, will first be 
to secure a nomination from the Democratic wheel-horse 
politicians who make up the national convention. The 
convention, apparently, will be preceded by another 
session of Congressional rebuffs to the President. If, in 
some way, he evokes man-in-the-street support between 
now and then, the Democratic politicians might come 
scurrying back to his camp. But hardly otherwise. If 
they remain recalcitrant, the President will have to choose 
between a desperate losing battle, the acceptance of a 
more-or-less satisfactory compromise candidate, and a 
deliberate withdrawal into opposition on the likely assump- 
tion that the Republicans would defeat the rightward- 
swinging Democrats and that he could come back as a 
progressive-Democratic candidate in 1944. Mr. Roosevelt 
has maintained much philosophic poise during his later 
drubbings. He evidently assumes that he is right and 
Congress is wrong, that he can so demonstrate the facts 


755 





AMERICA AND THE WORLD CRISIS 


to the people, and that every additional victory by Congress 
is so much more ammunition for him against the guilty 
knot of dissident Democrats. He will probably try to purge 
them from the party. But he faces a task of great magni- 
tude ; if he surmounts it his political laurels will turn fresh 
and green again, and they will be unequalled in American 
political history. 


IV. Tue Roya Visit 


OW to a much pleasanter subject. The visit of the 

King and Queen is now two months old, but its 
effects remain as an important factor operating upon Ameri- 
can public opinion toward the world problem today. Never 
has a ceremonial visit gone more satisfactorily, at least from 
the viewpoint of the visited. It must be recalled that, when 
the royal couple came, British policy and in a sense Great 
Britain itself were rather under a cloud in American eyes. 
The abdication crisis had never been accurately understood 
here, and Mr. Chamberlain’s policies were the object of 
unrestrained criticism. ‘The misunderstanding, of course, 
dated back at least to Sir John Simon’s tenure of the 
Foreign Office in 1932. The composite picture was one 
in which the British “ ruling classes ” came off very poorly 
indeed. 

The King and Queen almost completely reversed this 
picture. They typified something above passing Cabinets, 
they typified the real British nations—all of them. First of 
all, Americans saw that they should amend their judgment 
about the abdication crisis. Viewing the queenliness of 
the Queen, they realized what unspoken motives had been 
involved in the British decision in 1937. The Queen’s 
triumph, therefore, wiped out a very important source of 
misunderstanding. 

It is a bit more difficult to explain how the royal visit 
made British policy in recent crises more comprehensible 
and attractive. The fact is simply this: the King and 
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Queen were so very human and gracious and thoughtful, 
so altogether faithful and appealing in their impersonation 
of the British nation, that people said: “The good old 
British! They’re not down yet. Yes, sir, they’ve got a 
lot of good qualities. You can depend on them. They’re 
still pretty solid ”. 

Similarly, the peculiar kinship between the United States 
and Great Britain was symbolized and recognized during 
the visit. Few Americans were blind to the significance of 
King George’s wreath laid on George Washington’s tomb, 
and few failed to comment upon it. Nothing was overdone 
about the trip. The itinerary was appropriately short, 
although it was fearfully intensive for the guests, and the 
absence of all outward propaganda efforts was entirely 
correct. All the same, Great Britain got more propaganda, 
more favorable publicity, spread over the United States 
than she has had since 1918. The importance of this 
simple factor is not to be overlooked. In sum, the royal 
visit may be said to have rehabilitated British character in 
American eyes. And that is no small achievement. 

With Congress adjourning, with President Roosevelt 
going off on a high-seas holiday, the nation is nevertheless 
ready for the next international crisis. Eyes are turned 
on Europe and on Asia. Clear and forthright policie¢ 
on the part of Great Britain and France will be the surest 
way of obtaining American co-operation. Temporizing in 
further compromise would profoundly deject and dis- 
illusion the United States. The dictators will in part 
determine by their actions how strongly and unitedly the 
American people support a positive peace policy. But a far 
larger part of the determination rests with the democracies. 
Faced by clear issues, inspired by bold and brave policies 
in London and Paris, the American people are likely to go 
far in the defense of what they are beginning to realize is 
their civilization too. 

United States of America, 

August, 1939. 





SOME PROBLEMS OF AUSTRALIAN 
DEFENCE 


I. THE OBJECTIVES 


HE objectives of Australia’s programme of national 
preparedness are based, of course, on the universal 
character of modern warfare. They are also based on two 
special risks new to Australian policy—that the country 
in a future war will have to defend her own territory and 
population against direct attack, and that for a greater or 
less period her sea communications may be cut. To 
prepare for such a situation calls for organisation and 
planning upon a scale hitherto unknown, cutting deeply 
across the ingrained social habit of the nation. The 
willingness of a people to accept such a sacrifice will depend 
largely on the keenness of its sense of the dangers that 
threaten it. In Australia opinion has fluctuated markedly, 
in accordance with apparent changes in the international 
Situation. Each fresh crisis abroad produces heightened 
apprehension, and a feeling of irritation and impatience at 
the slow processes of Governments that have to act by 
consent. 
The Government has analysed into four phases the 
general programme of national preparedness : 


(i) the organisation of mgr pee 4 and of women’s voluntary 


efforts; (il) the regulation and control of primary production in 
an emergency ; (ill) industrial mobilisation of secondary indus- 
tries in an emergency; (iv) Commonwealth and state co-operation 
in peace and war. 


To these objectives should be added the increased self- 
sufficiency of Australia in respect of munitions and war 
equipment. The importance of this objective was 
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emphasised at the Imperial Conference in 1937. It was 
there laid down that resources for the manufacture of 
munitions should be developed in different parts of the 
Empire, with a view to reducing the existing dependence 
of all parts of the Commonwealth on the munitions 
produced in the United Kingdom, and to avoiding the 
over-concentration of resources in areas especially liable 
to attack. In particular, the provision for the manufacture 
of aircraft in Australia is a direct outcome of the discussions 
at the last Imperial Conference. The Minister for Defence 
has stated that as much as 82 per cent. of the cost of the 
present defence programme, which is estimated at £32 
million in 1939-40, will be incurred within the Common- 
wealth. 


II, A Ministry oF Supply 


HE burden of organising the nation’s effort along all 
these lines at once has proved in Australia, as in the 
United Kingdom, too great for the existing departmental 
structure—in Australia a single Department of Defence, 


controlling all the fighting services. A remedy has been 
sought in the establishment of a new Department of Supply 
and Development, which has been placed under the control 
of an experienced and energetic Minister. The new depart- 
ment assumes responsibility for the provision or supply of 
munitions (broadly defined); the manufacture or assembly 
of aircraft by the Commonwealth or by any of its instrumen- 
talities; arrangements for the establishment or extension 
of industries for purposes of defence; and the acquisition, 
maintenance and disposal of stocks of goods in connection 
with defence. It is also charged with responsibility for the 
arrangement or co-ordination of surveys of Australian 
industrial capacity, and the preparation of plans to ensure 
the effective operation of Australian industry in time of war. 
Such plans may provide for the decentralisation of 
secondary industries, and particularly those relating to 
defence. Finally, the department is to be responsible for 
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the investigation and development of Australian sources 
of supply of goods which in the opinion of the Govern- 
ment are necessary for the economic security of the 
Commonwealth in time of war: in particular, for the 
investigation and development of additional fuel resources. 

The Act establishing the department also imposes an 
obligation on all persons to disclose, if the Government 
thinks it desirable in the interests of defence, any informa- 
tion required in relation to industrial, commercial or other 
undertakings, or with respect to any goods. The Opposi- 
tion repeatedly expressed the fear that in time of emergency 
the Government might by regulation introduce * industrial 
conscription”. The Government, as repeatedly, dis- 
claimed any such intention, though failing to make plain 
the extent of the powers of industrial control that it 
contemplated. It did, however, accept a Labour amend- 
ment forbidding the making of any regulation that might 
deprive trade unionists of their industrial rights under 
Commonwealth or state law or under an agreement with 
employers, or that might restrict the freedom of any 
employee to change his employment. The Government 
was not prepared to bring within this amendment its own 
employees, contending that their conditions of work 
would be determined as hitherto by the Public Service 
Arbitrator, and that no specific provision for their pro- 
tection was necessary. 

For the supply of munitions, the Government is relying 
on a combination of government factories and private 
enterprise, and aims rather at organising factories that can 
be brought into full production when required than at the 
accumulation of huge stocks in advance. Existing govern- 
ment munition factories will be brought to their maximum 
output, but additional government factories will be 
established only for making essential types of munitions 
that are not obtainable from commercial industry as at 
present organised. In these additional factories the whole 
procedure and technique of manufacture are to be recorded, 
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with a view to making specifications available to industry 
in an emergency. The Government has also made arrange- 
ments for equipping extensions to state or private establish- 
ments, enabling skilled craftsmen to receive a training that 
would fit them to undertake the production of special 
types of munitions in an emergency. Some twenty of 
these “ industrial annexes ” are in course of establishment ; 
five in connection with state railway workshops and the 
rest in connection with selected private enterprises. The 
plant in the annexes will remain the property of the govern- 
ment, and its use will be subject to close government 
control. The idea is to allot a trial order to each annexe 
upon its completion, in order to test the equipment and 
personnel, and thereafter to close the annexe unless and 
until it is required in an emergency. 

The manufacture of fighting aircraft is to be one of the 
special concerns of the new department. The Govern- 
ment proposes to use existing industrial resources as 
fully as possible in the manufacture of parts (most of 
which, however, except chassis, will for the present have 
to be imported) and to confine its own activity to the 
establishment of assembly centres at Sydney and Melbourne. 
Airframe manufacture will be undertaken for the depart- 
ment mainly by the railway workshops in the states. A 
General Manager of Aircraft Construction has been 
appointed, to superintend the whole aircraft enterprise ; 
the Government secured the services of Mr. H. W. Clapp, 
the chairman of the Victorian Railways Commissioners, a 
man of strong personality, great energy and wide experience 
in the handling of large organisations. 

A Principal Supply Officers’ committee is charged with 
the function of ascertaining the requirements of the services 
in wartime, of examining them in relation to the stocks 
and resources of the country, and of preparing plans for 
mobilising the resources of industry in the event of war. 
Associated with this committee, particularly in relation to 
the wider objectives, is an advisory panel on industrial 
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organisation, composed of leading industrialists. An 
economic and financial committee is engaged on a review 
of the strength and weakness of the national economy 
for wat. A standing committee on liquid fuels is examining 
the whole question of storage and is also to examine 
alternative sources of supply. The Council for Scientific 
and Industrial Research is examining on a more general 
basis the problem of alternative sources of supply of raw 
materials. There may also be mentioned a primary 
products committee, hitherto associated with the Depart- 
ment of Commerce. 

The Minister of Defence has stated that for the supply 
of arms and ammunition, in complete form, government 
factories ate substantially the only agencies. But for the 
raw materials and for many of the preparatory stages of 
manufacture, as well as for the many elements, beyond 
arms and ammunition, that go to make up munitions in 
the wide sense, the Government is dependent mainly on 
private enterprise. This raises the perennial problem 
of controlling the profits of munitions industries. 
Suspicion of the Government’s sincerity and efficiency in 
exercising such control was the main feature of the 
Opposition’s attack on the Supply and Development Bill. 
Even on the Government side of the House, amendments 
were moved to fix a specific percentage of profit. These 
amendments were defeated, but the Government accepted 
an amendment removing any possible doubt that the 
ascertainment of costs and the control and limitation of 
profits in relation to the output of munitions are a mandatory 
and primary function of the new department. The Oppos- 
ition was unable to suggest any specific and certain method 
for limiting profits, short of the nationalisation from 
start to finish of all production connected with munitions. 

The Government has appointed an advisory panel of 
accountants, to advise generally on costing and profit 
control for the production of munitions by private industry. 
The present system is to let all contracts by open tender, 

762 





MAN-POWER AND CONSCRIPTION 


under the scrutiny of a Defence Contracts Board. Work 
done in the munitions annexes, however, will be paid for 
on a “cost plus ” basis, the manufacturer being allowed a 
profit of four per cent. upon a cost from which, in view 
of the special conditions prevailing in the annexes, certain 
elements of ‘ overhead ” are excluded. 


III. MAN-PowER AND CONSCRIPTION 


HE next phase of the national organisation to be 

considered is “the organisation of man-power and of 
women’s voluntary efforts”. A voluntary register of the 
war-time services for which women are trained, or are now 
being trained, is already being compiled. A number of 
other special voluntary registers have also been opened, 
through various professional organisations, including those 
of doctors, dentists, physicists and chemists. ‘The Govern- 
ment also proposed to compile a general register of men, 
likewise on a voluntary basis. Some months ago, how- 
ever, it was decided that in order to obtain a complete 
record the general register should be made compulsory, 
and a National Registration Act has now been passed for 
the purpose, against bitter opposition by the Labour party. 
The Government’s proposals rested generally upon the 
desirability of ascertaining the resources in technically 
trained personnel available in the event of war. More 
specifically, they rested upon the existing provisions in 
the Defence Act that impose on all males between the ages 
of 18 and 60 a liability to be called up for military service 
in Australia in time of war. The Minister for Defence 
(Mr. Street) said : 
All this Bill sets out to do is to ensure that, if the time should 
ever unhappily arrive, the law of the land shall operate intelli- 
gently. .. . Should the defence forces ever be required to 
mobilise, they will require to increase greatly their peace numbers 
in all classes, and particularly in regard to men employed in 


many skilled occupations. At the same time, skilled men are 
necessary for the production of equipment and the output of 
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munitions. Further, it is obvious that key men in industry 
must not be allowed to vacate their positions to enlist in the 
defence forces; that would throw industry in general into 
difficulties, and affect the provision of supplies to the forces and 
the general life of the community. . . . A list of reserved occu- 
pations is being compiled and will be published for information. 
Men trained in these particular occupations are limited in number 
and there would naturally be great demand for them in time of 
wat. Individuals whose names and occupations 4; el on this 
list would be precluded from serving with the forces in an 
emergency. 

The Labour party declared itself last year in favour of a 
survey of man-power resources, and when the Government 
announced its intention to compile a voluntary register 
the Leader of the Opposition (Mr. Curtin) claimed that the 
suggestion had in fact come from him. The language 
he used did not appear to imply that his support depended 
on the voluntary nature of the register as then proposed. 
However that may be, trade-union opposition to the later 
decision to take a compulsory register has been vigorously 
expressed, and the Opposition denounced the National 
Registration Bill as merely the prelude to the re-introduction 
of conscription. 

Labour itself originally introduced a system of 
compulsory military training in time of peace, and imposed 
liability for compulsory military service in time of war, 
though only for home defence. But the conscription issue 
that divided and broke the Labour party in 1916 was a 
proposal to conscript men for service overseas, and by way 
of reaction Labour swung away even from conscription in 
the form of training for home defence. The first Labour 
Government since the war suspended compulsory military 
training in 1930. In Tasmania, indeed, under the vigorous 
and independent leadership of the Premier, Mr. A. G. 
Ogilvie, the Labour party reverted recently to the original 
Labour position, and declared itself in favour of universal 
and compulsory military training, as the only truly 
democratic method of preparation for national defence. 
Mr. Ogilvie’s untimely death in June has deprived 
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Australian public life of a leader with great force of 
character, and it is yet too early to know whether the 
Labour party in Tasmania will maintain under his successor 
its present unorthodox position. 

For in spite of the developments of the last few years the 
Labour movement generally, both industrial and political, 
still clings to the voluntary principle in defence. The 
reasons are complex. Labour has never really recovered 
from the conscription split of 1916; many of its present 
leaders suffered personally for their attitude during the 
war of 1914-18 and are dominated by the fear that if 
conscription is admitted in any form it will somehow 
or other, and sooner or later, lead to the conscription 
of Australians for war service overseas. Doctrinaire 
radicalism is not common in Australian politics. But 
these personal memories are supported by distrust of the 
policies of capitalist Governments; by suspicion that the 
present emergency is the creation of propagandist agencies ; 
by fear that Australia may be embroiled in warfare over- 
seas in which she has only an indirect concern. It should 
be added, however, that the rank and file of Labour has not 
yet made its voice heard on this issue. 

The position of the Government itself is by no means 
clear. Before the last election, the late Prime Minister 
joined with the leaders of the Country party and the 
Labour party in giving an assurance that conscription 
(meaning apparently compulsory military training in time 
of peace) would not be introduced in the Parliament about 
to be elected. Since then, there has been some agitation 
for the re-establishment of compulsory military training. 
The present Prime Minister has given a pledge against 
conscription for oversea service in time of war, but is 
understood to favour, in company with at least some 
members of his Cabinet, the reintroduction of compulsory 
military training in time of peace, a measure that can be 
carried through by executive action. It seems clear that 
for the present the Government has on hand at least as 
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much as it can manage in giving a thorough training to the 
77,000 militiamen already recruited on a voluntary basis. 
No assurance was forthcoming during the debate on the 
National Registration Bill that the compulsory training 
provisions of the Defence Act would not be put into 
operation without an appeal to the people. 

Another Labour objection to the national register was 
based on the fact that no census of property was proposed. 
The Government’s answer was that such a census had in: 
fact been taken in 1915, but no use was ever made of the 
returns; that the Government was determined to exact 
a proper contribution from property towards national 
defence, but believed that the usual methods of taxation 
were the only sound methods of doing so; that the only 
real use of a census of property would be in aid of a capital 
levy, which was objectionable on many grounds. Under 
pressure from some of its own supporters, the Government 
did indeed yield on this point, and made provision for a 
census of property in addition to the census of man-power. 
The concession, however, did not bring much conviction 
that the Government intended to make any use of the 
information: it was too obviously based on political 
grounds. The Opposition, while supporting the amend- 
ment, expressed disbelief in the Government’s sincerity in 
accepting it, and stated that it would not suffice to win 
Labour support for the register of man-power. Later 
phases of the conflict between the Government and Labour 


on this matter will fall to be recorded in another issue of 
THE ROUND TABLE. 


IV. AusTRALIA’s DEFENCE Horizon 


HERE remains to be considered ‘“‘ Commonwealth 
and state co-operation in peace and war”. The 
public is not very fully informed of plans under this head. 
It is understood, however, that some functions in relation 


to civilian defence in war-time have been assigned to the 
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states, as for example to organise air-raid precautions in 
the coastal cities and to prepare for the maintenance of 
public utilities under war conditions. It had been hoped 
also to co-ordinate state public works expenditure, which 
plays an important part in the relief of unemployment, with 
the defence requirements of the Commonwealth, but it 
has not been practicable to make very much progress in 
this direction. 

As for the main strategic problem that the defence 
pteparations of Australia are designed to meet, the Minister 
for Defence told the House recently that the Common- 
wealth Government had the strongest assurances from 
Great Britain that in an emergency she would station at 
Singapore a fleet of sufficient strength to safeguard imperial 
interests in the eastern hemisphere. This reassuring 
statement should not, however, be taken as indicating that 
present Australian defence plans contemplate military 
action only along the Australian coast. There are 
occasional hints that the Pacific islands to the north of 
Australia are assuming a greater importance as a sphere 
of potential Australian action. At the very end of the 
parliamentary session, steps were taken to extend the 
Defence Acts specifically to the Australian territory of 
Papua and (with the exception of the compulsory military 
training provisions) also to the mandated territory of New 
Guinea. It is understood that the recent staff conference 
on defence in New Zealand between British, New Zealand 
and Australian representatives was concerned with the 
defence of the Western Pacific asa whole. The Australian 
public has by no means been specifically warned that it 
should begin to think of the Western Pacific islands as 
part of its own special defence responsibility, but there are 
certainly hints in that direction. 


Australia, 
July 1939. 





PROSPECTS OF INDIAN 
FEDERATION 


I. THe Princes’ ATTITUDE 


HE early realisation of federation in India has been 

temporarily hindered. At a meeting in Bombay in 
June the Princes passed a resolution indicating that the 
terms on which they had been invited to accede to federa- 
tion were “fundamentally unsatisfactory”. This dis- 
couraging development, at so late a stage in the negotiations, 
came as a surprise to many, although it had long been known 
that several important Rulers were dissatisfied with the 
proposals for their accession. The actual offers, which 
have not been made public, were submitted to individual 
Princes six months ago, and it was generally assumed 
that they were circumscribed only by those conditions 
which the British authorities regarded as essential if 
federation is to be real and effective. The unwillingness 
of the Princes to accept the offered terms suggests that 
there ate important issues upon which they still seek 
assurances, although it does not imply that the scheme of 
federation, outlined in the Act of 1935, should be abandoned 
or even substantially altered. 

The Princes have apprehensions in three directions. 
They fear for their treaty rights in the future; they are 
suspicious about the administration of federal laws within 
their states; and several important states wish to retain 
control of land customs. The Princes lay emphasis upon 
the maintenance of treaty rights, contending that a federal 
legislature may encroach upon them. Under the Act 
the Governor-General is authorised to protect treaty 
tights, but the Princes regard this form of protection 
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as inadequate and seek a more juridical method. They 
believe that to leave their protection in the hands of the 
Governor-General may lead to difficulties in the future, a 
view supported by the assertion that the special responsi- 
bilities of the Governor-General and the Governors of 
provinces have hitherto not proved effective safeguards. 
This attitude owes its origin to the recent political agitation 
in the states, some Princes claiming that the British authori- 
ties should have intervened to prevent British Indian 
subjects from entering the states in order to conduct 
campaigns in favour of administrative and constitutional 
reforms. In view of their lack of faith in the Governor- 
General’s power to protect their treaty rights, the Princes 
ask that these should be scheduled in their Instruments of 
Accession; then, in the event of any encroachment on 
their jurisdiction by the federal authority, they could have 
the constitutional position interpreted by the Federal 
Court, an institution that has already inspired great con- 
fidence in Indian minds. The Princes believe that the 
Federal Court will be devoid of political bias and will be 
less affected than the Governor-General is likely to be by 
a federal Government deriving its sanction largely from 
elements ill-disposed towards the states. Some Rulers 
indicate that the settlement of this issue along the lines 
desired is a pre-requisite condition of their accession. 
Regarding the administration of federal laws in the 
states, the Princes are nervous lest this will result in flooding 
the states with a host of federal officers, over whom they 
would have no control. Several states feel that their 
governments are perfectly capable of administering the 
subjects on the federal legislative list under some central 
supervision. They claim that the offer made to them 
nullifies the provisions of the Government of India Act 
entitling them to limit the executive authority in respect 
of those governmental purposes for which they accept 
federation. Their fears in this matter appear to be 
exaggerated, being based on failure to understand the 
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inevitable consequences of federation. ‘The number of 
federal officers who will operate in the states will be 
extremely limited; there will be very few federal subjects 
whichthe states themselves will not be allowed to administer, 
and there is small likelihood that the authority of the 
Princes will be weakened or destroyed. Under the new 
constitution the federal authority will have jurisdiction 
over the states in respect only of those subjects which the 
Princes surrender to federation; encroachment into other 
fields is prevented by safeguards, which the Princes, 
however, believe will be ineffective. Here they face a 
problem similar to that which the Congress party faced 
when invited to assume office under provincial autonomy. 
The belief was then expressed that the Governors would 
intervene in cases where they had no right to do so. The 
fear then felt has not been justified by events, though the 
Princes are of the opinion that intervention should have 
taken place over certain issues directly affecting their states. 

The Princes also ask that no restrictions should be placed 
on their power to develop their own land customs. They 
maintain that this will not affect federal revenues, as there 
are natural limits beyond which the states cannot expand 
their customs revenues. ‘This is disputed. But in respect 
of land customs, as of federal rights in the states, it is 
believed that adjustments may still be made “ within the 
four corners of the Act”. As to the main grievance 
about treaty rights, there is some ground for believing 
that objections may be met by assuring the Princes that 
encroachments on those rights which are not surrendered 
to the federation are not legally permissible. 

The objections raised by the Princes reflect an attitude 
of distrust towards those political elements in British 
India with which they are expected to federate. Their 
suspicions towards British India are largely traceable to 
recent events in many of the states, where outside agitators 
have conducted campaigns for constitutional and ad- 
ministrative reform. ‘The Princes feel that they have not 
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obtained from the Paramount Power that degree of pro- 
tection from outside interference to which they consider 
themselves entitled under their treaty rights, and they 
believe that the chances of securing better protection under 
federation are small indeed. At the same time many of 
the Princes appear to misunderstand the purposes and 
intentions of the Act. Some of them ate wholly unwilling 
to surrender to the federation any of the powers and 
privileges at present vesting in themselves. ‘Their anxieties 
are understandable, as the politicians of British India have 
made it clear that they expect the Princes to readjust their 
policies and administration to the new conditions prevailing 
in the country. Believing that such a readjustment may 
go farther than they themselves intend, the Princes are 
endeavouring to unify their own policies, particularly on 
the question of their accession. The Bombay meeting 
marked a definite attempt to secure this result, but the 
unity achieved was largely artificial, as it was imposed 
upon the whole by sectional elements with particular 
grievances. Many of the Princes are believed to be satisfied 
with the terms which have been offered, and some of their 
advisers have indicated that the terms are not likely to 
be improved in the future. The British authorities do not 
regard the “omnibus” resolution passed at Bombay as 
an answer to the individual offers that were presented to 
the states. The individual replies of the Princes are 
awaited. These will be analysed, and a White Paper 
issued outlining the offers and the replies received. 


II. Drverstry oF Opposition 


HE Princes’ resolution rejecting the Instruments of 
Accession has raised the cry in India that the whole 
federal project should be abandoned, in view of the 
opposition to it that has everywhere been recorded. It 
is claimed that the Princes, the Congress, and the Moslems 
are all opposed to federation, although, as some people 
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are ready to admit, the different groups oppose it for con- 
tradictory reasons. This opposition would apply to 
whatever form of federation might be devised to replace 
the scheme in the Act. Indeed, the reasons which find 
the Princes, the Congress, and the Moslems opposing the 
scheme would probably be enlarged rather than lessened 
by proposals for any other form of federation, as they now 
neutralise each other. The Princes hesitate to accede 
through unwillingness to surrender sovereignty to a 
central government in which elements hostile to them 
will have a determining voice; the Congress party 
objects to federation because popular control is likely 
to be circumscribed by the conservatism of the Princes, 
by the weightage given to other special interests, and by 
the over-riding powers of the Governor-General; the 
Moslems oppose the scheme because they claim that it 
means their political subjection to Hinduism. In some 
respects the Moslem opposition is the most serious. 
Though expressing the legitimate fears of a minority, it is 
largely based on communalism and it strikes at the very 
roots of that unity which federation was designed to 
achieve. 

Despite the divided views about the federal scheme, 
there is still virtual unanimity in India that federation is 
the ultimate solution. The various groups contend only 
that it should take a different form from that envisaged in 
the Act. In British India, many nationalists urge the 
establishment of a federation based on the findings of a 
constituent assembly; but this presupposes agreement 
between the Princes, the Congress, and the Moslems which 
does not at present exist and shows no signs of emerging 
in the near future. Other nationalists demand the im- 
mediate formation of a federation of British India, with a 
view to securing the accession of the Princes in the future; 
this is not likely to be acceptable to the British authorities, 
as Parliament agreed to the principle of central responsi- 
bility mainly because the Princes would be a party to it. 
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The Moslems seek a different kind of federation. They 
wish to link all the Moslem areas into a confederation 
and associate them with some form of central government 
in a way that has never been clearly explained. ‘The 
Princes, while willing to associate themselves with British 
India, desire to do so on terms that British India is certain 
to reject. For while most political commentators in 
British India have welcomed the decision at Bombay, as 
further evidence of opposition to federation, they also 
make it clear that the Princes should not be offered more 
generous terms. The general opinion in British India 
is that the Princes have probably been offered too much. 
In effect, the pressure in favour of federation is certain to 
continue, but it will be accompanied by additional pressure 
to prevent the Princes from having better terms. There 
is thus no genuine reason why the present scheme should 
be abandoned, as it still represents the best common basis 
for agreement, even if it does not completely meet the 
views of any of the different groups. 


Ill. Is FEDERATION POSSIBLE ? 


HE question whether the federating units can possibly 

coalesce has been widely canvassed. Some con- 
stitutional experts maintain that it is impossible to blend 
autocracies, which the states mostly are, with the de- 
mocracies which British Indian provinces are rapidly 
becoming. Moreover, in British India objection is taken 
to the method by which the states are to be associated with 
federation. It is asserted that a federation based on the 
accession of state units will fail, if it means affiliation of 
their rulers rather than their peoples. It is held that the 
federation should derive its authority from the people 
who compose the federating units. The Congress cam- 
paign in the states was designed to achieve this. Political 
commentators in British India declare that the states will 
achieve an unfair position in the federation, because of 
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their varying interests and the different stages of political 
development to be found among them, quite apart from 
the weightage which they will have numerically in the 
central legislature. 

The argument that the federating units are unblendable 
was considered, however, when the Act was prepared, 
and it was then clearly stated that the differences between 
the states and the provinces justified the creation of a 
federation different from all other federations. The 
association of the Indian states with British India was 
regarded as feasible, because it was generally understood 
that the states would become more democratic as time 
went on. That view was accepted by the wiser of the 
Princes, who realised that federation implied a modification 
of their autocracy. The states have only lately been 
affected by the surge of democratic ambition that has 
swept across British India since the war; they are not 
likely to remain unaffected by democratic developments 
in the future, even if they decide to stay outside federation. 
Indeed, some nationalist newspapers have plainly stated 
that the Princes cannot expect to maintain their autocratic 
isolation for ever, and have bluntly said that by staying 
out of federation they would possess no guarantee that 
democracy would by-pass their states. On the contrary, 
most political opinion takes the view that federation is 
inevitable, a view based on the assumption that the Princes, 
so far as states’ conditions permit, will bring their con- 
stitutions and administrations into some form of harmony 
with those prevailing in British Indian provinces. 

The joint rejection of the offer to the states does not 
close the door on federation. ‘The Princes, indeed, clearly 
hinted in their resolution that it did not. But an important 
stage in the negotiations will be reached when the individual 
replies have been received from the Princes. In view of 
the Bombay resolution, these replies are almost certain 
to have a common basis, which will imply that the Instru- 
ments of Accession are unacceptable in their present form. 
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This will raise difficulties for the British authorities, who 
obviously framed the Instruments of Accession in the 
terms necessary to make federation the effective institution 
that Parliament intended it to be. The objections of the 
Princes, therefore, touch upon fundamental issues of policy, 
not merely matters of method, as some people contend. 
The replies will disclose to what extent the Princes are in 
fact prepared to make surrenders of their sovereignty to 
a federation in which they will be important partners. 
In some directions the Princes’ grievances may be met; 
their objections will certainly have a fair hearing, and where 
their position is susceptible of adjustment within the 
framework of the Act no doubt adjustment will be made. 
But it is clear that some of the larger states are making 
demands that cannot be reconciled with the idea of federa- 
tion intended by the Act, and would prevent the Indian 
project from developing in conformity with other 
federations. 


IV. CoNGRESS AT THE CROSSROADS 


HE importance of the federation issue has not wholly 

obscured the fact that the Congress party is facing 
internal dissensions. Repercussions are still felt in 
nationalist circles from the curious episode when Mr. 
Subas Chandra Bose was elected president and then forced 
to resign office. The election of Mr. Rajendra Prasad, 
a much-respected Congress leader from Bihar, clearly 
implied that the Right wing would retain control of the 
party. But his election did nothing to remove the dis- 
content within the organisation, particularly among Left- 
wing elements, directed against the dictatorial policy of 
the “ high command ”, which is largely under the direction 
of Mr. Vallabhbhai Patel, the Gujerati demagogue. As 
Mr. Bose resigned office he announced his intention of 
creating a “Forward Bloc”, and communists, socialists 
and others inclining to the Left appear to be giving the 
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new group some support. Although adherents to the 
Forward Bloc are not yet sufficiently strong to deflect 
existing Congress policy, their increasing strength con- 
stitutes a threat to the organisation’s unity which its present 
leaders cannot ignore. This being so, Right-wing elements 
are somewhat nonplussed by the attitude lately adopted 
by Mr. Gandhi, the outstanding exponent of orthodox 
Congress opinion, who has subjected the party and its 
policy to a characteristic analysis. His altruistic survey 
of the party’s composition and policy has confounded 
those who constantly seek unity, and has displayed his 
own dissatisfaction with Congress methods in several 
directions. He has recommended the abandonment of 
satyagraha (passive resistance) in the states, after having 
been a prime mover in the campaign for states’ reforms ; 
he has urged drastic purges within the Congress, on the 
ground that corruption is rife; he has clearly intimated 
that non-violent mass action is impossible in the country 
at the present time, because the atmosphere is surcharged 
with violence. He has hinted that if violence breaks out 
Congress men as well as the Princes and the Paramount 
Power will be responsible. He has recognised, as few 
Congress leaders do, that Hindu—Moslem disunity exists 
in a dangerous form. 

Mr. Gandhi’s indictment of Congress is tinctured with 
a degree of self-analysis that reflects the unexpected and 
even contradictory qualities of his leadership. In a dispute 
between the Thakore Saheb of Rajkot and Congress leaders 
who sought reforms in that state, Mr. Gandhi’s intervention 
secured a submission of the dispute to Sir Maurice Gwyer, 
Chief Justice of India, who decided in favour of the 
Congress. Under the judgment the Thakore Saheb was 
obliged to accept the recommendation of the Congress 
leaders to appoint seven members of a committee of ten, 
constituted to draft a scheme of reforms for the state. In 
endeavouring to implement this judgment in Rajkot, 
Mr. Gandhi found himself in conflict with representatives 
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of certain local communities, was unable to resolve the 
issue, and finally abandoned his effort to do so. He 
thereupon renounced the advantages that he had received 
under the Gwyer award, on the ground that the fast which 
he had undertaken in order to persuade the Thakore 
Saheb to meet his obligations had savoured of coercion, 
and had forced the Paramount Power to intervene. Mr. 
Gandhi therefore contented himself by appealing to the 
Thakore Saheb to meet the demands of his subjects. In so 
doing he sadly disappointed many of his followers, who 
believed that, in securing the Gwyer award, he had won 
a victory over both the state and the Paramount Power. 
With characteristic candour Mr. Gandhi confessed that his 
methods in seeking a solution in Rajkot had been wrong, 
apologised to the Viceroy for the unnecessary strain that 
he had placed upon him, and expressed his regret that 
he had given the Chief Justice so much labour in settling 
the legal issue. He implicitly admitted that the methods 
he had employed were inconsistent with his ethical theories, 

The “ confession and repentance” of Mr. Gandhi added 
to the difficulties within the Congress party, and the growth 
of fissiparous tendencies has lowered its prestige and 
weakened its counsels. The Right-wing and Left-wing 
elements are in open conflict on fundamental issues, but 
the Left minority appears to be anxious to remain within 
the main organisation. The minority is finding a certain 
degree of unity under Mr. Bose, although he has failed to 
win the support of Pandit Jawaharlal Nehru, who remains 
a somewhat isolated figure in current politics. His 
affection for Mr. Gandhi keeps him in allegiance to the 
Mahatma’s policies, although his own political sympathies 
are of a more radical turn. But the extremists under Mr. 
Bose are biding their time, hopeful that Indian develop- 
ments and British difficulties elsewhere may offer them an 
opportunity to seize the machine and run the party on 
other lines. As the extremists grow stronger and more 
vocal, the moderates are becoming more conservative ; 
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thus the cleavage between the two wings is increasing. 
There are some who think that Mr. Gandhi has made a 
mistake in alienating the good will of Mr. Bose, although 
they recognise that the time is bound to come when the 
ultimate nature of Congress leadership and objectives 
must be determined. Mr. Gandhi obviously intends 
keeping the Congress on its existing basis, leaving the 
Left-wing elements to collaborate where they can, or form 
a separate organisation if they wish. 

Mr. Gandhi is manifestly groping his way towards a 
“new technique”. He has lately devoted much thought 
to the theory of passive resistance, and has come to the 
conclusion that the non-violence claimed for the nationalist 
movement since 1920 has not been unadulterated. He 
observes that the campaign for reforms in the states has 
produced “violent reactions” on the Princes, who are 
filled with distrust of the Congress. He has stiffened his 
demands on those practising non-violence and has, indeed, 
placed his political philosophy on a level almost out of 
the reach of the majority of his followers. He admits 
that in so doing he may reduce the numbers of those who 
can practise his theories to an insignificant figure. That 
he does not mind. He is apparently satisfied that the 
Congress has ceased to be an effective vehicle for a successful 
nation-wide campaign of satyagraba. He even asserts 
that the majority within the party has no living faith in 
its programme. He suggests that satyagraha is incon- 
ceivable without an honourable peace between the rival 
communities. Provincial autonomy, he says, has brought 
about new tendencies and new conditions in the country, 
and nothing like justice has been done to the tasks that 
have fallen to Congress men under the new dispensation. 
While admitting that, in the main, the Governors have 
shown no inclination to interfere with the policies of 
Congress Ministries, he contends that the same is not true 
of Congress men themselves. The demands and opposition 
of Congress adherents have absorbed much of the energy 
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of Ministers, who have been allowed to function without 
the active co-operation of their nominal supporters. 

These damaging admissions are held to prove, not that 
active satyagraha has failed, but that it needs overhauling. 
Mr. Gandhi has endeavoured to show how his “new 
technique ” may be applied to the movement for reforms 
in the states, particularly Travancore. He has urged the 
indefinite suspension of civil disobedience, has asked the 
states’ people to open a way to honourable negotiations 
with the Rulers, and has advised that the pitch of the 
people’s demands should be lowered, in order to quicken 
the progress to the final goal. He has pointed out that 
a condition precedent to any campaign of civil disobedience 
in a state is the fulfilment, by the general mass, of the 
party’s constructive programme, as a test of coming under 
the discipline of the State Congress. While some regard 
this new attitude as a mere renunciation of former methods, 
others feel that Mr. Gandhi, with his customary prescience, 
is reaching towards a new political policy to meet the 
changed conditions in the country. In their view, Mr. 
Gandhi recognises that recent political and constitutional 
changes have been too heady for many of his followers ; 
he knows that Lord Linlithgow, the Viceroy, is resolutely 
concerning himself in seeing that further changes, 
particularly in the states, should come about by rational 
and constitutional processes; and Mr. Gandhi acknow- 
ledges that the transfer of power under provincial autonomy 
has been real and far-reaching, hinting at further transfers 
in the central sphere at no distant date. These observers 
maintain that Mr. Gandhi’s new methods are intended to 
put a brake on extremism, on the ground that a further 
drift towards the Left would only weaken the Congress 
and add to its difficulties in attaining fuller self-government 
for all India. 
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V. DANGERS FROM THE LEFT 


R. GANDHI’S efforts are being counteracted to 

some extent by the activities of Mr. Bose. The 
spirited but unsuccessful fight which the Bengali leader 
put up against the dictatorship of a Congress coterie has 
evoked much sympathy for his courage, although orthodox 
Congress men have tended to cold-shoulder him. The 
extremer press, while anxious to give Mr. Bose a chance 
to re-orientate the policy of the party, are unwilling at this 
stage to support him fully. Not all the extreme elements 
within the party are ready to follow his lead, and he has 
added to the internal difficulties of Congress by seeking 
supporters outside it, even among its bitterest critics. 
He has had interviews with Mr. M. A. Jinnah, the president 
of the Moslem League, and Dr. B. R. Ambedkar, head of 
the Independent Labour party in Bombay, but better known 
as the leader of the untouchables, that remarkable minority 
of about eighty million souls on the outer fringes of 
Hinduism. His efforts to enlist those hostile to Congress 
in his Forward Bloc have encouraged some observers in 
thinking that he seeks a wider basis for his activities than 
he is likely to find within the Congress for some time. 
He has flatly revolted against some of the decisions of the 
upper hierarchy of the Congress, partly because he opposes 
the efforts of a coterie to enforce discipline, but largely 
because he is anxious to keep alive a mood of unrest among 
the masses, as a prelude to a campaign for a general up- 
heaval against the British authorities. 

In this he is clearly in opposition to Mr. Gandhi, who 
has definitely implied that mass action at this time is 
impossible and is likely to end in violence. Mr. Bose 
claims that the international situation offers opportunities 
for a final struggle between the Congress and the British 
authorities, opportunities which the Congress is un- 
willing to seize. The majority of Congress men, however, 
appear to be unready to accept his leadership, because of 
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his quarrel with the higher command. As the Times of 
India recently remarked, “‘ Whatever sympathy there may 
be for Mr. Bose in his quarrel with the present Congress 
leaders is dissipated by the fact that he and his b/c stand for 
further interna] strife and social upheaval in the country 
at a time when peace and unity are essential.” This 
reflects the view of most political elements in the country, 
including even those Congress men who find it difficult 
to follow Mr. Gandhi’s new political and ethical theories. 
There is general unwillingness to abandon Mr. Gandhi’s 
unofficial leadership of the party, based on faith in his 
capacity ultimately to lead India to her political goal. 
Recent incidents, in which Mr. Bose has flouted the party’s 
new rules of discipline, suggest that he nevertheless intends 
continuing his efforts to consolidate the Left, with a view 
to leading the party along lines that it is still unwilling 
to follow. 

His recalcitrance has provoked a demand for disciplinary 
action against him, and even Pandit Nehru has indicated 
that those who are unwilling to abide by the decisions of 
the party executive should make room for others. The 
Hindu of Madras contends that a body like the Congress, 
engaged in a national struggle, cannot take any chances 
with tactics which are disruptive of its organisation. It 
is clear that Mr. Bose did not lightly embark on his rebellious 
policy, as he refused to listen to direct appeals from Mr. 
Prasad that he should abandon his proposal to demonstrate 
against decisions of the executive. The demonstrations 
were carried out in various parts of the country, meeting 
with varying degrees of success. They had the effect of 
showing that a section of the party, having failed to secure 
control of the party machine by constitutional processes, 
is now in open revolt against its leaders. 


India, 
July 1939. 





WORLD TRADE AND THE 
* FUTURE 


By a Special Correspondent 


I. Post-War DistuRBANCES 


HE war of 1914-18 shattered completely and for 
ever the delicate balance of international economic 
exchanges on which the prosperity of the Victorian era 
had been based. It led toa vast destruction of capital, 
but to an even greater transference of wealth. America 
and Asia gained wealth at the expense of Europe; and not 
only financial wealth, but productive capacity and ex- 
perience also. Europe was left laden with debts and light 
of assets. The deliberations of the peacemakers were too 
long protracted, and the final results were not sufficiently 
realistic. The refusal of the United States to cancel the 
war loans due to her by the Allied Powers riveted the 
burdens upon them, and they in turn placed a new burden 
of debt in the form of reparations on the defeated countries, 
already bankrupt. The New York bankers sought to 
bridge the gap by making further loans available to Europe, 
and while the loans were being made they induced a 
fictitious prosperity. But, in the absence of any means 
whereby the debtors could pay off debts through an 
expansion of exports, it was only a matter of time before 
this precarious balance broke down; and with the collapse 
of the United States stock-exchange boom in 1929 the 
whole house of cards fell to the ground. 
New political and social strains arose, and often the 
victims of trade depression were saved from bolshevism 


only by fascist creeds, operating the same methods. A 
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world that was not safe for trade was not safe for de- 
mocracy. The planned economies invented to meet the 
new conditions represented an effort, and a brave effort, 
to rebuild social security on a narrower national basis. 
They sacrificed the standard of life which the old economic 
order sought but had failed to give to large sections of 
mankind, and they replaced it with an organisation of 
national production on a level definitely lower but on the 
other hand less dependent on external factors. 

Meanwhile, the great democracies, especially Great 
Britain and France, whose social and financial structure 
had been less impaired by the war, continued rebuilding 
their old economic life, and for some years their efforts 
appeared to be successful. But their economic policies 
took inadequate account of the changes that had taken 
place around them. The markets abroad for their manu- 
factures had been reduced or lost through the growth 
of competing national industries, and especially through 
the rapid industrialisation of Asia; and the production 
of the oversea Dominions and colonies lying in their 
economic and political orbits was no longer able to find 
a market in a world where consumption was reduced 
either by poverty or by policy. They in turn found 
themselves faced with unemployment and currency diffi- 
culties; and they met these difficulties by means of tariffs, 
quotas and other ingenious devices for maintaining a 
higher standard of life than they could afford in a bankrupt 
world. 

Finally, as the strain imposed by the totalitarian States 
on their people grew heavier and heavier, their dictators 
sought to justify themselves to their own followers by 
blaming their difficulties on the selfish policies of happier 
lands; and, with the lead which they had established in 
rearmament, they became more and more insistent in 
their demands for a re-distribution of wealth. The 
democracies responded by rearming with equal zeal. Thus 
the world has become involved in its present race, through 


783 





WORLD TRADE AND THE FUTURE 


economic nationalism, to armaments and bankruptcy. 
Even if wart can be avoided, the present armaments race 
will involve for most of the peoples of Europe further 
deep and painful readjustments of their social and economic 
systems. 


II. Economic CHANGE IN THE British EMPIRE 


HE break-up of the old economic order has pro- 

foundly affected the position of Great Britain and of 
the Empire. The efforts and the sacrifices made by the 
Dominions during the world war greatly developed their 
political consciousness, and thereby stimulated the economic 
tendencies, which were already emerging, in favour of 
encouraging domestic industries and protecting them 
from the competition of the more developed export 
industries of Europe. This process received a further 
impetus from the collapse of agricultural prices in 1929, 
which upset the balance of payments and the purchasing 
power of practically all the overseas Empire countries. 
The British investor, with some {£2,000 million locked 
up in the Empire, was deeply interested in assisting the 
Dominion producers to obtain a fair share in the glutted 
world market. Thus both sentiment and _ self-interest 
suggested to the home country the policy accepted at 
Ottawa, whereby the Dominions were assured a pre- 
ferential position in the United Kingdom market, at the 
expense of foreign countries—an advantage of outstanding 
importance to them during the following years. In 
return, the Dominions extended the preferences which 
they already accorded to United Kingdom manufactures, 
and they undertook to limit, to some extent, the degree 
of protection accorded to their domestic industries. The 
effectiveness of such undertakings in stemming an in- 
evitable process should not be exaggerated, but they have 
undoubtedly been of some value to United Kingdom 
exporters. Lately, howeyer, the Dominions haye come 
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to realise that the United Kingdom market will not suffice 
to absorb their production unless they can also maintain 
their outlets to potential markets in foreign countries. 
There is growing evidence of a desire to modify any 
engagements in the Ottawa agreements which hamper their 
economic freedom of action in relation to foreign countries. 

A brief examination of the effect of Ottawa on the trade 
of the several Dominions and India may be useful here. 
Canada : 

The main benefit of the Ottawa economic agreement 
to Canada lay in the opportunity that it gave her to displace 
the United States in the United Kingdom market for 
certain agricultural products ; so far as the United Kingdom 
was concerned, this transference did not substantially 
alter the economic balance with North America as a whole. 
Australia and New Zealand: 

The preferences given in the United Kingdom market 
were of vital importance to Australia and New Zealand 
in enabling them to find a market for their agricultural 
produce. For her part, the United Kingdom gained, 
first, through the maintenance of the financial solvency 
of these Dominions, and, secondly, by obtaining an assured 
share of their markets for manufactured goods, within 
the limits of their purchasing power. 

South Africa : 

South Africa is dependent first and foremost upon her 
gold-mining industry, and for the past seven years South 
Africa has been one of the most prosperous corners of 
the globe. The Ottawa agreement probably helped the 
United Kingdom to obtain a greater share in this pros- 
perity than would otherwise have been likely; but it did 
not have a major influence on the economic trend. 

The Indian Empire : 

It is in India that the stresses—both political and 
economic—of the past twenty years have been definitely 
unfavourable to the economic position of the United 
Kingdom. The industrialisation of India has enabled 
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her to replace a great part of the cotton piecegoods and 
other manufactures on which a goodly proportion of the 
working population of the United Kingdom were de- 
pendent in the past. The political tendencies favoured 
this process, by fostering the protection of Indian manu- 
factures. The Ottawa agreement helped the United 
Kingdom exporters, in certain trades, to maintain their 
position, as compared with foreign exporters, but it did 
little to help them against the growing competition of 
protected Indian industries, and under the revised agree- 
ment concluded this year their position has substantially 
worsened. The development of Indian economic pro- 
tection, inevitable though it was, has involved the loss to 
the United Kingdom of some £50 million of export trade 
annually. 

As could have been foreseen, the adoption by the 
United Kingdom of protection and imperial preference, 
in combination, substantially reduced the purchasing power 
which foreign countries had derived from their trade with 
her, and which they had used largely for purchases 
in the rest of the Empire. In round figures, the result 
was to transfer £100 million of purchasing power from 
foreign countries to the Empire.* The fall in the purchas- 


* The debit balance of trade of the United Kingdom with British 
countries and with foreign countries respectively during the past 
ten years shows the following development : 


Excess oF U.K. Imports over. Exports 


British Countries. Foreign Countries. 
£000 {£’000 
1929 ; ; : ° 11*4 370°4 
1930 : ; : ‘ 35°3 35i°2 
1931 : ‘ ‘ . 609 346°2 
1932. ‘ : : 7U1 214°6 
1933 ; . ° ‘ 75°2 182°9 
ae a 74°7 209°6 
1935 : ; : : 69°3 205°7 
1936 é : 2 : 104°7 241°7 
ae ‘ ; . 140°9 291°4 
1938. : ; : 125°4 262°6 
Change since 
1929 : ° ° +114°0 —107°8 
786 ; 


Year. 
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ing power of foreign countries naturally resulted in a 
contraction of their markets for the products of the over- 
sea Empire countries. On the other hand, the require- 
ments of the United Kingdom have been inadequate to 
absorb the full output of those countries, or to enable 
them to purchase more United Kingdom manufactures. 
Partly, therefore, as a result of the poverty of her 
customers, and partly as a result of political tendencies, the 
actual outlets for some of the staple United Kingdom exports 
have tended steadily to contract. The course of events can 
be changed only if the world demand for the raw materials 
and other primary products of the Dominions and colonies 
revives and their purchasing power is thereby raised. 

One aspect of United Kingdom policy may have serious 
repercussions on the Empire, namely, the attempts now 
being made to stimulate home agriculture by restriction 
of imports. No doubt, the hopes raised in the Dominions 
by the United Kingdom’s adoption of imperial preference 
were exaggerated; the United Kingdom, with a population 
stationary and tending to decline, cannot provide a con- 
stantly expanding market for the Empire’s expanding 
production of foodstuffs. But the inevitable effects of the 
falling birth-rate on United Kingdom imports have been 
accentuated by the decision of the United Kingdom to 
expand the domestic production of cereals and livestock 
by the aid of subsidies of various kinds as well as the 
restriction of imports, both foreign and Empire. In this 
policy, supported in many cases by fallacious arguments 
about supplies in time of war, there is danger both to the 
consumer in the United Kingdom and to the producer 
in the oversea Dominions. The Dominions recognise 
that the United Kingdom Government is entitled to safe- 
guard its agricultural production, just as they feel bound 
to maintain and develop their secondary industries. But 
they feel that the United Kingdom could attain its object 
by concentrating on forms of agriculture specially suited 
to the home market, which would not involve restrictions 
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on imports of cereals and meat products from the Empire. 
The disillusionment that will be caused in the Dominions 
by carrying any further the present policy of the United 
Kingdom may ultimately be found to have serious effects 
on the economic relations between the different parts of 
the Empire. 


Ill. THe Poxtcy oF THE UNITED KINGDOM 


HAT has been the effect of these developments 

on the economic position of the United Kingdom ? 
First, the war shattered the unquestioned financial hegemony 
of Great Britain. It forced her to dispose of most of her 
realisable assets in the United States of America and in 
other “ neutral” countries—something like £600 million 
in all—in order to pay for her war purchases before the 
United States joined as an associated Power. There- 
after the United States provided the dollars required to 
finance Britain’s purchases, but she was left with a war 
debt of £900 million on this account. The debt was 
funded in 1924 and payments totalling over £400 million 
were made during the next ten years, until the British 
Government announced its inability to maintain these 
payments on their existing scale. 

Meanwhile, the United States authorities were anxious 
that the pound should be stabilised, and in 1925 it was 
brought back to its old gold parity. For six years the 
position was maintained, with growing difficulty—wide- 
spread unemployment, stagnant trade, adverse balances 
of payments, budget deficits—covered up by short-term 
borrowings, these being facilitated by the flight of capital 
from a disorganised Europe. The withdrawal of French 
capital after 1927 disclosed the weakness of Great Britain’s 
position, and with the collapse of the American stock- 
market in 1929, and the subsequent withdrawal of American 


capital from Europe, she was again forced off the gold 
standard in 1931. 
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The coalition Government made a successful effort to 
restore budgetary equilibrium and adopted the system 
of protective tariffs, thereby reducing, for the time being, 
British imports, especially from foreign countries, by 
something like {250 million. The immediate effect of 
this and of the policy of “ cheap money ” was to stimulate 
home investment and to rectify the adverse balance of 
payments. But these measures merely transferred part 
of Great Britain’s economic troubles to other European 
countries which were even less able to bear the strain. 
Their difficulties ultimately reacted on the British position. 
British unemployment figures improved; but the depres- 
sion grew deeper in Germany, France and other countries. 
Throughout Europe, currencies toppled and exchange 
controls and restrictions on trade multiplied. In con- 
sequence, Great Britain herself had to face widespread 
defaults on commercial debts, reduction of her income 
from banking and shipping, and losses of outlets for her 
export industries. In order to protect herself, she re- 
stricted her imports from Europe, and in order to protect 
themselves the European countries in turn restricted their 
imports of colonial goods and Empire raw materials. The 
United Kingdom Government had instituted imperial 
preferences, which supported the market for Empire 
produce but did little to help the United Kingdom export 
industries. The ultimate effect of Great Britain’s tariffs 
was to raise the cost of many of her exports, and this made 
it more difficult for her manufacturers to hold their own 
against their continental competitors. 

Meanwhile, the United Kingdom had maintained, and 
had even been able to extend, social services. The system 
of unemployment insurance kept wage-standards up and 
discontent down, but delayed the transfer of labour to 
new occupations and added to industrial costs and to 
budget deficits. When, finally, Great Britain had to under- 
take rearmament on a colossal scale, the budget was again 
in a state of disorganisation and the balance of payments 
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seriously adverse. Political uncertainties, coming on top 
of economic deficiencies, led to the withdrawal of foreign 
capital and a further depreciation of the currency. The 
network of makeshifts adopted to support the national 
economy had in the end reduced rather than increased its 
natural strength; each effort to meet the difficulties of one 
section has merely piled higher the burden on the rest of 
the country. 

Great Britain, it is true, has avoided the more extreme 
forms of economic nationalism, and she has still very 
large reserves on which she is entitled to draw. She has 
spread the strains to which her economy has been subjected, 
and she has succeeded in maintaining a standard of pros- 
perity which bears comparison with that of any part of 
the world. By means of preferential imperial relations, 
she has maintained a flourishing high-cost trade between 
the United Kingdom and the rest of the Empire, and in a 
number of special lines she has succeeded in maintaining 
a reasonably competitive position. But it is becoming 
increasingly difficult for her to do this. Her economic 
prosperity depends on an all-round development of her 
trade with the whole world, and in the long run she is 
unlikely to be able to maintain it by bolstering up her 
relatively high-cost production either by any system of 
tariffs and subsidies or by clearings and payments agree- 
ments. The British people have to face the fact that 
unless trade and prosperity can be revived on a world- 
wide basis they must accept a reduction in the national 
standard of living. 


IV. Can Worxtp PrRosPERIty BE RESTORED ? 


N brief, the story of the past twenty years, and particularly 
of the past ten, is that each country has been feverishly 
trying to preserve some degree of prosperity for its people 
by means of palliatives, each of which has contributed to 
make wider and deeper the general disorganisation of world 
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economy. One of the most disquieting consequences 
is the effort of many Governments to justify to their own 
people the failure of their efforts by blaming other countries 
for the difficulties created by their own policies. 

The difficulties of countries of central Europe in the 
supply of raw materials, for instance, are the result of their 
policies of over-stimulating internal productive activity. 
This policy has entailed a greatly increased demand for 
imported raw materials, while reducing both the capacity 
and the incentive to export goods. The inevitable con- 
sequence is a stringency in the balance of payments, which 
makes it difficult for these countries to purchase the raw 
materials that foreign producers are anxious to sell to 
them. In normal circumstances, the gap might have been 
bridged by credits or loans; but the policies of exchange 
control and debt default, which are the usual by-products 
of autarky, have deprived the countries in question of 
any such possibilities. In this impasse, they ascribe their 
difficulties to the lack of colonial territories and demand 
a redistribution of the world’s wealth. The development 
of colonial territories, however, requires the investment 
of capital, which may for many years be unproductive, 
and the countries in question are suffering from a shortage 
of capital. Sweden. and Switzerland, which have no 
colonies, suffer no shortage of raw materials, and are 
indeed among the most prosperous countries in the world. 
On the other hand, the seizure of Manchukuo has not 
enriched, but impoverished, Japan; the conquest of 
Abyssinia has not helped Italy, but has increased her 
financial and economic difficulties; and the possession 
of colonies would do nothing to improve economic con- 
ditions in Germany. The claim for additional “living- 
room” comes, absurdly, from a country which has had 
to import 800,000 farm workers to maintain its agricultural 
production. Nor is it possible to redistribute the world’s 
wealth. National wealth is represented in the main by 
industrial organisation and not by transferable assets. 
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Such claims are the products of economic ignorance and 
political propaganda. 

The solution of the present-day economic problems 
of Europe needs to be approached from a much wider 
standpoint. The real question is whether there is any 
treatment that can cure the general impoverishment of 
Europe. Is it practicable to orientate policies in a new 
direction, or arte we all bound to continue, under the 
pressure of vested interests, in the present state of strain 
and depression, with the growing political and social 
tensions that it involves? Great Britain certainly cannot 
do it alone, but could not an effort be made to secure a 
wider reconstruction of world trade and world prosperity 
in which she and other countries of the British Common- 
wealth could contribute their share ? 

The largest single factor in the disorganisation of post- 
war economies is the transfer of financial and economic 
power from Europe to the United States. The United 
States has surplus foodstuffs and raw materials to export, 
as well as highly efficient manufactures, which the rest of 
the world wants; but she can receive payment for these 
exports only if in return she is willing to take imports, 
which at present she does not want. She has claims in 
respect both of war debts and of post-war lending which 
she is fully entitled to assert; but these debts cannot be 
paid unless she takes still more goods from the debtor 
countries over and above those required to balance current 
trade. The difficulty is made still more insurmountable 
by the flight of refugee capital to the United States on an 
ever-increasing scale. As a result of all these factors the 
United States has already accumulated more than half the 
monetary gold in the world. Further payments in gold 
only embarrass her while reducing the monetary reserves 
of the rest of the world. It should be emphasised that 
the unbalanced position of the United States has been due 
to basic economic facts rather than to deliberate policies, 
but her present policies have not succeeded in restoring 
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her former prosperity, and its restoration seems to depend 
on securing a better adjustment of her economic exchanges 
with the rest of the world. The present Administration 
has done something to reduce excessive tariffs by means 
of its trade agreements; but its powers were limited, and 
in using them the American negotiators had always to 
take account of their political critics and to obtain equivalent 
concessions for United States exports. Thus the net 
effect of the trade agreements on the United States balance 
of payments is inconsiderable, and there seems little 
possibility of further substantial progress by this method. 

It might be possible to do more in the financial field, 
where the wisdom of the present Administration’s policy 
has been more questionable. The deliberate depreciation 
of the dollar brought no real benefit to the United States 
and created great disturbance to the currency system of 
the world. If international trade is to be restored to its 
old level, we must eventually get back to an international 
system of free and stable currencies, on some modified 
gold standard basis; and the United States could do much 
to facilitate the process by re-lending at a very low rate 
of interest, for the purpose of currency stabilisation, part 
of her excess gold reserves, which are now lying useless. 
But it would be essential, for the success of any such 
measure, that the dollar exchange should be fixed, not in 
accordance with the desires of the United States exporters, 
but in accordance with the realities of the situation. The 
readjustments necessary would be made easier if the 
United States authorities allowed their gold holdings to 
have their full effect on domestic prices. Indeed, probably 
the most effective means of improving the situation would 
be such a rise in American prices, 

But Europe must not be content to leave the sole re- 
sponsibility to the United States, Without American 
co-operation it will be no easy task to raise the general 
level of world prosperity, but the countries of Europe 
could do a great deal to help one another, even if the 
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United States proves not to be in a position radically to 
alter her policies. Perhaps the time may come when 
Monsieur Briand’s idea of a European Union in the 
economic field can be revived; for it may be easier for 
the United States to contribute to the revival of trade 
by agreeing to some inter-European preferential arrange- 
ment than in any other way. 

The British Empire can certainly help by revising, as 
and when conditions justify it, any preferences that are 
shown to create substantial prejudice to the economy of 
foreign countries. For example, the United Kingdom 
might consider the reduction of tariffs on some of the 
manufactures which it used to take from Europe, thereby 
providing the continental countries with more sterling 
for the purchase of Empire raw materials. But the United 
Kingdom cannot afford to do this unless the Dominions 
and India will help by allowing United Kingdom products 
ample preferences without seeking to drive too hard a 
preferential bargain for their own products in the United 
Kingdom market. What they are entitled to ask for is 
a limit to the uneconomic subsidisation and protection of 
British agriculture. A general revival of world trade 
will benefit the Empire countries more than they stand to 
lose by renouncing special privileges. 

The principal countries in Europe all have contributions 
that they can make, and must make if the balance is to be 
a fair one. Germany and Italy can help by relaxing their 
present uneconomic plans for self-sufficiency and by 
allowing their people to consume more of the natural 
products of oversea countries, which will then be able 
to offer improved markets for German and Italian exports. 
France can help by opening her markets more freely to 
imports and by cutting out the network of quotas and other 
restrictions which prevent her purchasing power from flow- 
ing through the veins of international trade. In each case, 
the action proposed would not involve sacrifices but would 
be economically advantageous to the countries concerned. 
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V. A House Divipep AGatnst ITSELF 


F course, these various measures cannot be con- 
templated without a radical change in the present 
political atmosphere. So long as every country in the 
world is straining all its resources to arm against potential 
aggression, economic appeasement is not likely to be given 
much thought. But have we not all become to some 
extent victims of the intensive propaganda based on the 
opposing ideologies of National-Socialism and democracy ? 
If Europe is not to destroy itself in a suicidal war, 
which can benefit no country, some modus vivendi must 
be effected between these opposing ideologies. The 
democratic States claim that their political system aims at 
the improvement of the standard of life of their people. 
Their standards of consumption are certainly higher than 
in the totalitarian States. But is the standard of life to 
be judged by purely material factors? Are there not 
moral factors which we are too apt to ignore? The 
attitude towards unemployment may be taken as an 
example. In Great Britain, unemployment is regarded 
as a necessary corollary of an industrial system; and to 
some extent this is no doubt true. We salve our con- 
sciences by paying the unemployed their insurance benefit 
or “unemployment assistance”; and we thereby preserve 
the standard of wage for the employed. But what is the 
toll of human wastage that this system involves? Is there 
not something to be said for a policy that puts work, 
and self-respect, above trade-union rates combined with 
unemployment ? 

The democratic States—to consider another aspect— 
are all suffering from declining population. Limitation of 
families is no doubt justified on the ground that it is better 
to bring up one or two children well than to produce 
large families which cannot be adequately supported. But 
is not the desire for material comfort on the part of the 
parents at least partly responsible ? And is it not better 
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for the parents to lead a more frugal life and have larger 
families? The use of leisure is another example. The 
people of the democracies are free to enjoy their leisure 
as they like; but should not their employers take more 
interest in providing them with sports and other outlets 
for their leisure than most of them do to-day? As for 
the housing problem, Herr Hitler aims at rebuilding whole 
cities, though as long as his present scale of military ex- 
penditure continues it can only be an aim; and if rebuilding 
cities is necessary in Germany it is far more necessary in 
France and England. There has not been sufficient 
recognition in other countries of the social evolution 
that has taken place in Italy and in Germany under their 
present Governments. It is the sense of social obligation 
on the part of the workman, and of social responsibility 
on the part of the employer and of the state, which is the 
moral driving-power behind the success of National- 
Socialism. However much one detests the political 
methods by which the system is applied, and the mediaeval 
darkening of freedom that has accompanied it, there is a 
living idea here which the democratic States might well 
adopt and fit into their systems by more civilised methods. 

The political relations between the two systems are 
more difficult to reconcile. Indeed, no progress is possible 
so long as the claims of the totalitarian States are based 
on economic fallacies and supported by threats of aggression. 
To such threats a firm negation has to be offered, whatever 
the cost. If, however, the discussions can be transferred 
from the field of force to that of reason, reconciliation 
should not be impossible. Any consideration of social 
policies should naturally lead to an examination of the 
financial and economic conditions in which the optimum 
results can be attained, and the question could then be 
considered how far the “ claims ” on each side are justified 
and could be met. 

Behind all the political differences that exist, the economic 
problems of the world to-day are common problems; 
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unemployment, housing, nutrition, and the rest. Ex- 
perience has shown that no country can insulate its economy 
from the troubles of the rest of the world; every attempt 
to hoist ourselves up by our own bootstraps leads merely 
to some new maladjustment. Just as, within any com- 
munity, wealth can be increased only by increasing pro- 
duction and not by sharing out the capital of the relatively 
rich, so, in the community of nations, permanent prosperity 
cannot be induced by attempting to reserve or restrict 
trade, but only by promoting a general expansion of trade, 
in which all will share. And the problem of unemploy- 
ment, in particular, cannot be solved nationally; it is 
essential to link together national efforts by means of 
concerted economic and financial collaboration. The 
future of the continent with whose destinies those of 
Great Britain and the British Commonwealth are in- 
extricably entangled depends on finding means of working 
together and of building up gradually—with due regard 
to national sentiment and national requirements—some 
sort of United States of Europe. Sooner or later, whether 


it be after a war or without a war, the nations of Europe 
must learn to live together in peace; is it not best that 
the problem should be faced at once ? 





DISUNITED IRELAND 


I. ANGtLo-IRISH RELATIONS 


N his momentous speech on foreign policy, delivered at 

the annual dinner of the Royal Institute of International 
Affairs on June 29, Lord Halifax declared that the British 
people now realised that their safety was not diminished, 
but immeasurably increased, by a free and friendly Ireland. 
This statement, obviously sincere if not entirely accurate, 
bears an unfortunate resemblance to Sit Edward Grey’s 
reference to Ireland in August 1914 as “the one bright 
spot”. ‘To claim that Ireland is free so long as a large 
portion of her most historic province remains separated 
juridically from the remainder of the country as a mere 
province of the United Kingdom seems to the great majority 
of Irishmen a contradiction in terms. In the same speech 
Lord Halifax reminded certain other countries that actions 
and not words were required as proof of good faith. Most 
Irishmen feel, rightly or wrongly, that so long as the British 
Government subsidise the Government of Northern Ire- 
land and maintain a military garrison in that province they 
are actively preventing the possibility of Irish unity, and that 
their actions in Ireland are contrary to the democratic ideals 
which they voice and defend elsewhere. Mr. O’Derig, the 
Minister for Education, speaking at Kilkenny on June 21, 
said that the Irish people very naturally ask the question, 
why, if British policy can see its way to acquiesce in, or even 
to recommend or propose, territorial adjustments in the 
interests of British policy elsewhere, British statesmen 
cannot recognise that it will be in their own best interests, 


as well as ours, to take steps to terminate the present 
dangerous situation in Ireland. 
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It is unfortunately true that to describe Ireland as friendly 
to Great Britain in any active sense is also inexact. No 
doubt most Irish people realise, if somewhat dimly, that our 
freedom and prosperity are inevitably dependent on the 
freedom and prosperity of Great Britain, and that we cannot 
ultimately remain neutral in a struggle which involves the 
fate of that country and of the British Commonwealth. It 
is also true that even the present Irish Government would 
certainly take active steps to prevent Ireland’s being used as 
a base for an attack on Great Britain. But one should not 
forget that there remains a small, irreconcilable section of 
our people who have been long nurtured on hatred of 
England and who would undoubtedly seize any available 
opportunity to injure or destroy her power, whatever might 
be the result for themselves and their country. They 
believe also that England will always yield to violence what 
she will not concede to reason. Although this element, 
now represented by the so-called “ Irish Republican Army ”, 
is relatively insignificant in numbers, it exercises a profound 
influence on people like Mr. De Valera, who, while realising 
the vital necessity for friendly relations between Ireland and 
England in the interests of both, are afraid to take any step 
that would give the extreme minority any chance to describe 
them as pro-English. It is for this reason that Mr. De 
Valera will not make those concessions to Ulster sentiment 
concerning the King without which any kind of free and 
friendly political relations with Northern Ireland are 
impossible. For the same reason he is constantly insisting 
that Ireland would remain neutral in the event of war. 

Speaking in Dublin at a meeting of his party, Fianna Fail, © 
on April 23, he said that he knew there were numbers of 
republicans who disliked the policy of association with the 
British Commonwealth for the purpose of external relations ; 
but the Government had deliberately adopted it because 
they saw in it the best hope of securing a united Ireland. If 
it became clear that this particular method was not the way 
to secure unity the Government could get rid of it. Mr. 
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De Valera also pointed out that if in the constitution he had 
described Ireland as the Irish Republic he would not have 
changed it one whit; in short, that we had a republic in 
effect. If and when our present constitution was extended 
to the whole country, it would be for the Irish people as a 
whole to decide our future relationship with Great Britain 
and the British Commonwealth. As regards neutrality, he 
pointed out that only the Irish Parliament could commit the 
Irish people to war. Referring to partition, he said that 
when Irish people heard talk of aggression in any part of the 
world they felt sore, because they knew there was a 
continued aggression in six Irish counties. The facts 
should be made known, because it was inconceivable that a 
small section of people could be permitted to be a source of 
bitterness and a cause of quarrels between the two peoples. 

Speaking in the Dail on June 14, he referred again to our 
position in the event of war, and said that the maintenance 
of our trading relations with Great Britain was essential for 
the life of the nation. The Government wanted to have as 
strong a force as possible here in order to make it un- 
profitable for an enemy to interfere with us. Their aim, 
however, was to keep the country out of war if they could. 
These speeches illustrate very well his constant attempt to 
avoid displeasing the extreme element. He is in fact the 
prisoner of his republican past. Unfortunately this situa- 
tion may well lead to national disruption if war comes and 
his Government is obliged by reasons of self-preservation to 
align this country with the British Commonwealth. In that 
event the violent reactions of the disgruntled terrorists may 
well be disastrous for Ireland.. Ambiguity in politics is not 
far removed from dishonesty, and has like results. 

In spite of its protestations, the Irish Government con- 
tinues to make some preparation for a possible war. Mr. 
Aiken, the Minister for Defence, in a series of radio broad- 
casts, has appealed for recruits to join the volunteer force 
and the regular army. How far these appeals have been 


answered is not made known, but there does not seem to 
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have been a rush of recruits, and the Government may 
eventually have to consider the introduction of some form 
of compulsory service. Mr. Aiken said that if we were 
wise we would do our utmost to man our little corner of 
Europe, so important strategically and economically, with 
Irish soldiers, lest it be filled with others. A Bill has also 
been introduced which requires local authorities in our 
ptincipal cities and urban areas, on penalty of dissolution, to 
prepare and submit air-raid precaution schemes for the 
approval of the Minister of Defence. The Bill has been 
criticised by the Opposition on the ground that it will 
impose heavy extra charges on the areas concerned without 
real necessity. Public opinion is inclined to consider these 
precautions superfluous, believing that distance and relative 
insignificance make it unlikely that we should have to suffer 
air attack when there are so many more important targets 
available between us and the continent. 

Speaking in the Senate on July 11, Mr. McEntee, the 
Minister for Finance, expressed the Government’s views on 
defence. He said that during the Great War, had it not 
been for Irish supplies of meat, Great Britain had at one 
time looked as if she would be reduced by starvation. 
Accordingly, Britain’s enemies in the next war might think 
it better to attack Dublin, Cork, Waterford or Wexford, 
than London or Liverpool, which would be cities of perfect 
defence. Earlier in the same debate, Mr. Desmond 
Fitzgerald, who was Minister for Defence in the Cosgrave 
Government, had argued that the Government were wasting 
money in their defence programme. He said that he had 
been offered the Irish treaty ports by the British Govern- 
ment in 1928, but had refused them. He thought the 
present Government had endangered our neutrality by 
accepting the responsibility for defending these ports. 
Another point of view was voiced by Mr. Douglas, who held 
that we could not afford the money for adequate defence 
measures, and that we should take our courage in our hands 
and declare ourselves a nation of non-resisters. 
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Meanwhile Miss Mary MacSwiney reflects the rage of 
extreme republicans in her violent denunciations of Mr. De 
Valera, whom she accuses of being completely untrust- 
worthy and of having falsified every national promise he 
made in 1926. She protests that, whereas General Hertzog 
was able to get an assurance from the British Government 
that South African nationals in England would not be 
conscribed, Mr. De Valera could get no similar assurance for 
Irish citizens. Ina statement issued to the press on May 18, 
Mr. De Valera, apropos of conscription in Great Britain, 
stated that he had protested to the British Government 
against the assumption that the nationality of Irish citizens 
could in any way be determined by British law. The British 
attitude in this matter was, he said, at variance with inter- 
national usage and the Hague Conventions. The position 
of Ireland was that of a mother country, and its relations 
with Great Britain were entirely different from those of the 
Dominions. It will be remembered that Mr. De Valera’s 
Government claims that Irish citizens are not British 
subjects, a claim which has no validity in United Kingdom 
law. 


Il. Tue I.R.A. AND PARTITION 


T is an unfortunate fact that no member of the Govern- 

ment had the courage to say one word, of his own 
initiative, in condemnation of the abominable campaign of 
explosive outrage in England.* ‘The outrages are of course 
condemned by every right-thinking person in Ireland, but 
save for some outspoken articles in the Irish Times this 
condemnation has not been particularly vocal. It shows of 
course a complete misjudgement of British character to 
imagine that such criminal and stupid attempts to terrorise 
the people of England can have any effect save to perpetuate 
the division of Ireland, against which they are apparently 


* See THE Rounp Tasxe, No. 114, March 1939, p. 368, and No. 115, 
June 1939, pp. 591 and 619 ; also below, p. 821. 
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meant to serve as a protest; and our enemies could hardly 
have devised a better method of discrediting us. 

Another aspect of these crimes has been dealt with by 
Cardinal Hinsley, who recently stated that Catholics who 
became members of secret societies which plot against 
Church or state incur excommunication and cannot be 
admitted to the sacraments. On July 21 it was stated that 
several of those serving sentences at Dartmoor for taking 
part in these outrages had been informed by the Roman 
Catholic chaplain, in accordance with the pronouncements 
of the English Catholic hierarchy, that they would not be 
admitted to the sacraments unless they repented and severed 
their association with the “ I.R.A.” 

It is noticeable that many of the Irishmen convicted of 
complicity in the outrages come from Belfast, where 
extreme doctrines and methods are naturally prevalent. 
On May 29 a number of gas masks were collected by 
members of the “I.R.A.” from houses in the Nationalist 
areas of Belfast and subsequently burnt in the streets. A 
secret radio station in the locality afterwards announced the 
fact, stating that the gas masks had been supplied by 
England, “the old-time enemy of Ireland, as imperial 
propaganda to the people of Belfast”. This broadcast, 
which purported to come from the Brigade Headquarters of 
the Belfast “1.R.A.”, also announced that “ the war against 
England was almost won,” and that under the direction of 
the Government of the Republic the nation was again on the 
march to victory. Another broadcast, apparently from the 
same transmitter, on July 7 declared that “in the event of 
Britain’s going to war, we will see to it that no Irishnian 
joins her armies; that no food from here reaches her 
civilians; that there shall be insecurity for her ships on our 
seas, and that the army she will be compelled to keep here 
will be destroyed. We will see that such a fury of destruc- 
tion descends on every English city as will leave it in ruins. 
We have the power and will do all that is necessary to 
achieve our aims.” It is impossible to reason with the 
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fanatical mentality indicated by such announcements, which, 
in Belfast at all events, are the fruit of deep-seated political 
and religious hatreds. 

On July 26 Mr. Frank MacDermot courageously moved 
a motion in the Senate calling for an explicit statement of 
the Government’s attitude towards these outrages. He felt 
it unfair to the Irish people, he said, that the Government 
should not give them a lead in this matter. He believed 
that Mr. De Valera totally disapproved of them, but it was 
time to proclaim that disapproval in unmistakable language. 
It was not by English jail sentences but by Irish public 
opinion that he would wish to see these bombing activities 
repressed. Mr. De Valera’s reply was as usual full of 
qualifications and reservations. He began by claiming that 
there was no necessity for the motion, as the Government’s 
attitude had already been made clear, which is far from being 
true. Whilst admitting that his policy had received a set- 
back, he went on to say that what he would have liked to do 
was “ to appeal to the people who think they are furthering 
national interests by the present activities to ask them how 
they can hope to get a decision by methods of that kind. If 
they were thinking militarily, surely they must have thought 
of a decision, and the only decision they could get by that 
method was an adverse decision.” ‘That method, he 
believed, was completely wrong, but he also believed that a 
number of them were honestly animated by a desire to 
secure Irish liberty. His speech taken as a whole suggested 
that his only criticism of the outrages was that they were not 
likely to be successful, and that he was more concerned with 
the consequent injury to his policy than with condemning 
the diabolical conduct of those concerned. 

As Mr. De Valera was making this characteristic apologia 
for their perpetrators, two serious explosions occurred in 
London railway stations, causing injury to sixteen people, 
one of whom subsequently died. The British House of 
Commons, on the same day, passed through all its stages a 
Bill which gives the Home Secretary drastic powers of 
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deporting persons suspected of terrorist crime who have not 
resided in Great Britain for more than twenty years. On 
July 24, during the debate on the second reading of this 
measure, Sir Samuel Hoare disclosed that a plan had been 
discovered providing for wholesale sabotage in England 
and that this campaign of outrage was closely watched and 
stimulated by foreign organisations. ‘The police, he stated, 
had information that this campaign was now likely to 
become more ruthless and careless of human life. All 
reasonable opinion in Ireland agrees that the British Govern- 
ment could take no other course, and that it is fully justified 
under present conditions in deporting any Irish citizens 
suspected of criminal activities. 

If the Irish Government did not spontaneously denounce 
this violence, it has at least done something to put its own 
house in order and to restore its authority. On June 23, 
acting in accordance with the recently enacted Offences 
against the State Act,* the Government issued an order 
declaring the “Irish Republican Army ” to be an illegal 
organisation. Simultaneously it was announced that the 
proposed republican parade to the grave of Wolfe Tone at 
Bodenstown on Sunday, June 25, had been prohibited under 
the new Act by the Commissioner of the Civic Guard. This 
is the second occasion on which the “I.R.A.” has been 
banned by the present Government, the first being on June 
18, 1936, when the Government acted under powers con- 
tained in the old constitution. The measures taken by the 
authorities to prevent the proposed demonstration proved 
completely effective. On the same day, however, a party of 
fully armed soldiers and two armoured cars had to be sent to 
Fermoy, County Cork, to quell a disturbance after a football 
match in which several Civic Guards, who attempted to 
direct a procession, were savagely attacked by the crowd 
and sustained injuries. 

In Ulster on July 12 the usual spate of violent and 
depressing oratory was released in commemoration of the 
™* See THE Rounp Tasie, No. 115, June 1939, p. 593. 
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Battle of the Boyne. ‘The slogan for the day was “ Hands 
off Ulster.” Radio Eireann, the Dublin broadcasting 
station, scored neatly on that historic anniversary by giving 
a special programme of Ulster music and a military apprecia- 
tion of King William’s famous victory. A few days later 
our Minister for Justice, Mr. Ruttledge, gained a popular 
victory of another kind by winning the Ulster Derby at 
Down Royal amidst the plaudits of Lord Craigavon and 
other members of the Northern Parliament. Sport is a 
great solvent of Irish differences. ‘The promoters of the 
Irish Association, formed last January to promote better 
relations between the Irish people generally in both North 
and South, have held two successful meetings in Belfast and 
Dublin. It must be admitted that under present conditions 
their task may well seem impossible, but they apparently 
feel, not entirely without reason, that as compared with the 
fundamental rifts in other European nations the differences 
to be adjusted in Ireland are relatively small, provided they 
are approached in the proper spirit. On both sides of the 
Irish border there is a common love of freedom and country 
and a similar approach to the main problems of life and 
thought, which are the things that really matter. As Lord 
Charlemont, the President of the Association, pointed out 
at the Dublin meeting, there is a growing realisation in 
Ireland that no permanent good can be achieved by 
violence in either speech or action. Until quite lately Lord 
Charlemont was Minister for Education in Northern 
Ireland. ‘The truth is that before any progress can be made 
towards Irish unity both sides in the Irish controversy must 
learn to understand and respect the views of the other, and 
to realise the causes of division, religious, political, and 
economic. There can be no satisfactory settlement without 
comprehension and compromise. 

As the New Northman, which is the lively journal of the 
Belfast university students, has recently pointed out, while 
no one can deny the existence of cultural and economic 
relations between Northern Ireland and Great Britain, to 
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assert that the two are so mutually interdependent as to 
allow the rest of Ireland to be excluded is not only untrue, 
but ridiculous. For better or for worse, Ireland as a whole 
must eventually share a common destiny, and it is consoling 
to find that those who will be the Ulster citizens of to- 
morrow realise that they are also Irishmen. To have 
attempted, as some wished, to conscript the youth of Ulster 
would only have led to civil war without benefit to Ulster, 
Ireland, or Great Britain. At this crucial moment Ireland 
can unite only on the basis of “‘an agreement to differ”, 
and the sooner it is concluded the better. 


Ill. THe BupGET AND AFTER 


R. McENTEB’S eighth budget, which he introduced 

in the Dail on May 10, was a nasty shock for Irish 
taxpayers, but, in so far as it confronted them with the 
realities of our financial position, it may well be salutary. 
Mr. McEntee made no attempt to conceal the unpleasant 
facts. Virtually every national service has increased in cost 
during the past financial year and will show a further in- 
crease in 1939-40. As a result of increased expenditure 
there was a deficit of £527,500 on last year’s budget. 
During the eight years in which the Government has been 
in office the deadweight national debt has increased from 
£31,000,000 to £51,000,000. Inthe same period the cost of 
supply services has increased by £6,500,000, or by 
£8,250,000 if one allows for the fact that in the first year of 
the period they included payments to the British Govern- 
ment, amounting to {£1,750,000, which were afterwards 
disputed and discontinued. This is certainly not a bad 
record for a party which in Opposition never tired of 
accusing its predecessors of profligacy, and which promised 
to reduce expenditure by {2,000,000 when elected to office. 
The present budget provides for an expenditure of 
£35,516,000, and as compared with last year’s figures shows 
an increase of £2,000,000 on the cost of supply services 
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alone. ‘Taxation at existing rates would yield only 
£31,124,000. To meet the difference of £4,392,000, Mr. 
McEntee allowed {1,000,000 for over-estimation, took 
£150,000 from the Road Fund, proposed to collect £68,000 
from local authorities in respect of arrears of contributions 
towards unemployment assistance, and to borrow 
£2,005,000 to cover certain services which he claimed 
to be of a capital nature, thus leaving a balance of over 
£1,000,000 to be found by new taxation. This falls 
almost entirely on the well-to-do. 

The income tax is raised by one shilling to 5s. 6d in the £, 
surtax increased by 10 per cent. on incomes between 
£3,000 and £8,o00 and by 15 per cent. on those over 
£8,000, whilst twopence a gallon is placed on petrol and 
eightpence a pound on tobacco. As there are only about 
two thousand surtax payers in the country, they may be 
regarded as fair game. The personal allowance for income 
tax has been reduced and the earned-income allowance 
increased. Mr. McEntee claimed that there was no merit 
in devising new indirect taxes for the sake of novelty or as 
experiments. They involved, he said, administrative diffi- 
culties and expense, were uncertain in their yield and 
incidence, and often placed the purchaser at the mercy of 
the unscrupulous middleman. 

Mr. McEntee’s apologia for the increase in taxation and 
expenditure was that economy was a virtue often preached 
but seldom practised. He pointed out that, whilst all 
parties were clamouring for additional expenditure in 
various directions, scarcely a voice was raised to advocate 
greater care or thrift in dealing with public moneys. The 
Dail, he said, could not have it both ways. Either they 
must cut the social services in order to reduce expenditure, 
or they must maintain the services and increase taxation. 
This year’s budget, he declared in conclusion, had been 
prepared at a time of unusual difficulty. The European 
tension had increased expenditure and lowered revenue. 
Stringent and straitened as our position was, we could 
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endure it so long as peace was maintained, but if wat came 
our difficulties would be intensified beyond measure and we 
should have to tax where we could and what we could. 
Our standards of living, our whole mode of existence, and 
our very philosophy of life, would be changed radically and 
eventually for the worse. For that reason, he urged, we 
ought to support with all our heart and will those whose 
efforts might defer war. 

Mr. Cosgrave, on behalf of the principal Opposition 
party, Fine Gael, said that, unless they could increase the 
national income by at least one-third, this budget was going 
to make further inroads into capital and reduce the nation’s 
sterling balances or its credit. After its size, the worst 
feature of the budget was that it did not balance. There was 
no use in setting up bodies like the Banking Commission * 
and then ignoring their reports. ‘The country, he said, was 
faced in this budget with a bill beyond its capacity to bear. 
The alternative was to throw out the Government. 

During the debate on the Finance Bill in the Senate, grave 
views were expressed regarding the financial stability of the 
country. Sir John Keane said that the only remedy was to 
embark on a scheme of drastic retrenchment in all depart- 
ments, a policy implicit in the report of the Banking 
Commission. It was the Government’s responsibility 
to face the situation. Mr. Frank MacDermot warned those 
who would welcome a war and the downfall of Great 
Britain that it would also mean the downfall of any pros- 
perity that we might hope to possess. Professor Joseph 
Johnston, who represents Dublin university and is one of 
our leading economists, pointed out that, while in 1929-30 
taxation represented only one-seventh of our national 
income, it now represented one-fifth. Unemployment was 
breaking out, he said, even in some of the protected in- 
dustries, and the number of people engaged in agriculture 
had diminished by 17,000 in one year. The real cause of 
our financial stringency was the Government’s economic 

* See THE Rounp Taste, No. 113, December 1938, pp. 120-124. 
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policy. In 1929 the country had imported £33,000,000 
worth of industrial goods, whereas in 1936 it had imported 
only £16,000,000 worth. This drop of {17,000,000 was 
offset by an increase of only £8,500,000 in our home 
industrial output. Professor Johnston suggested that the 
destruction of at least three of the four beet-sugar factories 
would bring in a revenue of £750,000 without increasing 
the price of sugar to the consumer. 

Mr. McEntee, replying to these criticisms, deprecated the 
use of the words “ serious ” and “ grave” concerning the 
present financial position of the country, but he admitted 
that the cry for credit from this and that section of the 
community was fast becoming a cry for confiscation and 
expropriation. If, he said, the banks were compelled to 
yield to such demands, the small man who had put his 
money in them for safe keeping would start taking it out to 
make sure that no one was going to use it but himself. He 
also confessed that he would like to see expenditure on 
unproductive services reduced. His real difficulty, of 
course, is that all this increased expenditure has not been 
met by an increase in production. Whilst our direct 
taxation has been brought up to the British level, nothing 
has been done to bring indirect taxation down to that level. 

The economic position was again debated in the Dail on 
July 7, when Mr. James Dillon moved a resolution urging 
the Government to put into effect the majority report of 
the Banking Commission by reducing direct and indirect 
taxation, restricting the creation of deadweight public debt, 
and stimulating profitable production. He offered the 
Government the co-operation and support of the Fine Gael 
party in such a policy. The time had passed, he said, for 
covering up the dangers that confronted the country. The 
reply of the Government, as voiced by Mr. De Valera and 
Mr. McEntee, was in effect that they were carefully consider- 
ing the report of the Banking Commission, but that the 
economic position had greatly improved since it was 
presented, and that it contained nothing to justify the 
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abandonment of their industrial policy. As compared with 
other countries we were, they alleged, in a sound financial 
position. On the whole, however, the debate revealed 
little real divergence in principle or practice between the 
two main parties. They are both opposed to financial 
experiments and realise that the link with sterling is essential 
under present conditions. The Labour party, who are not 
likely to attain office, and therefore lack a sense of responsi- 
bility, put forward an amendment which claimed that we 
had only to use our entire national resources to foster 
increased production and so banish unemployment and 
poverty—in other words, that we should resort to inflation 
on a grandiose scale. No serious arguments, however, 
were put forward to justify such a course. 

The average voter is inclined to say “‘a plague o’ both 
your houses,” as appears from the recent by-election in 
Dublin City South, where only 36,238 voters went to the 
poll out of a possible total of 83,435. The seat was won 
by Mr. J. McCann, a Dublin business man, who was the 
Government party candidate, by a majority of 4,182, but, 
whilst the Fine Gael vote showed no reduction as compared 
with the 1938 election, the Fianna Fail vote showed a drop 
of over 10,000. During the election Mr. Lemass, the 
Minister for Industry and Commerce, said that a substantial 
fall in their party vote would be tantamount to a defeat. It 
may be surmised that all the extreme and many moderate 
supporters of the Government abstained from voting. It 
would be foolish, nevertheless, to regard the result as 
symptomatic of anything more than gencral apathy. More 
important is the election of Mrs. Tom Clarke as Lord Mayor 
of Dublin on the retirement, after nine years’ continuous 
service in that high office, of Alderman Alfred Byrne, one of 
our most popular public figures. Mrs. Clarke is the widow 
of Tom Clarke, who was a member of the old Fenian 
organisation and a signatory of the Republican Proclamation 
in 1916. He was amongst those executed immediately after 
the rebellion. Mrs. Clarke belongs to the Left wing of Mr. 
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De Valera’s party, and has not hesitated to criticise his policy 
or its moderation. One of her first actions as Lord 
Mayor was to refuse to wear the great chain of office 
because it had been a gift from King William. Although 
she was elected only by Alderman Byrne’s casting vote 
her election is a straw which shows how the wind blows. 


Ireland, 
August 1939. 





BRITISH FOREIGN POLICY 
DOCUMENTS 


1. Extracts from the speech of Lord Fe lag Secretary of State for 
Foreign Affairs, at the annual dinner of the Royal Institute of Inter- 
national Affairs, June 29, 1939. 


National Unity 


We have assumed obligations, and are preparing to assume more, 
with full understanding of their causes and with full understanding of 
their consequences. We know that, if the security and independence 
of other countries are to disappear, our own security and our own 
independence will be gravely threatened. We know that, if inter- 
national law and order is to be preserved, we must be prepared to 
fight in its defence. 

In the past we have always stood out against the attempt of any 
single Power to dominate Europe at the expense of the liberties of 
other nations, and British policy is, therefore, only following the 
inevitable line of its own history, if such an attempt were to be made 
again, . . . I believe that at no time since the war has there been such 
national unity on the main essentials of our foreign policy as to-day, 
and that with this spirit of unity goes a deep al wide-spread deter- 
mination to make that policy effective. But I believe too that among 
all classes of our people who, in virtue of their common citizenship, are 
being called upon to defend their country, and the causes for which 
it stands, there is an increasing desire to look beyond the immediate 
present, and to see before them some goal for which they would 
willingly sacrifice their leisure and, if el be, their lives. . . . 


Aggression and Encirclement 


Our first resolve is to stop aggression. . . . For that reason and 
for that reason alone we have joined with other nations to meet a 
common danger. These arrangements we all know, and the world 
knows, have no purpose other than defence. They mean what they 
say—no more and no less. But they have been denounced as aiming 
at the isolation—or, as it is called, the encirclement—of Germany and 
of Italy, and as designed to prevent them from acquiring the living 
space necessary for their national existence. . . . 

Germany is isolating herself, and is doing it most successfully 
and completely. She is isolating herself from other countries econo- 
mically by her policy of autarky; she is isolating herself politically by 


813 





BRITISH FOREIGN POLICY 


a policy that causes constant anxiety to other nations, and culturally 
by her policy of racialism. If you deliberately isolate yourself from 
others you can blame nobody but yourself, and, so long as this 
isolation continues, the inevitable consequences of it are bound to 
become stronger and more marked. . . . 


Living Space 


I come next to Lebensraum. ‘This word, of which we have 
not heard the last, needs to be fairly and carefully examined. Every 
developed community is, of course, faced with the vital problem of 
living space. But the problem is not solved simply by acquiring more 
territory. That may, indeed, only make the problem more acute. 
It can only be solved by wise ordering of the affairs of a country at 
home, and by adjusting and improving its relations with other countries 
abroad. For nations expand their wealth, and raise the standard of 
living of their people, by gaining the confidence of their neighbours, 
and thus facilitating the flow of goods between them. The very 
opposite is likely to be the consequence of action by one nation in 
suppression of the independent existence of her smaller and her 
weaker neighbours. And if Lebensraum is to be applied in that sense, 
we reject it and must resist its application. . . . 

Economically the world is far too closely knit together for 
any one country to hope to profit itself at the expense of its neighbours, 
and no more than any other country can Germany hope to solve her 
economic problems in isolation. It is no doubt impossible at present 
for us to foresee the day when all trade everywhere will be completely 
free. But it is possible to make many arrangements, given the oppor- 
tunity, which would greatly enlarge the area of freedom, and through 
co-operation—and we, for our part, are ready to co-operate—there 
is ample scope for extending to all nations the opportunity of a larger 
economic life, with all that this means, which is implied in the term 
Lebensraum. . . . 

It is idle to cry peace where there is no peace, or to pretend 
to reach a settlement unless it can be guaranteed by the reduction of 
warlike preparations, and by the assured recognition of every nation’s 
right to the free enjoyment of its independence. At this moment the 
doctrine of force bars the way to settlement, and fills the world with 
envy, hatred, malice and all uncharitableness. But if the doctrine of 
force were once abandoned, so that the fear of war that stalks the world 
were lifted, all outstanding questions would become easier to solve. 
If all the effort which is now devoted to the senseless multiplication 
of armaments, with the consequent increase of insecurity and distrust, 
were to be applied to the common peaceful development of resources, 
the peoples of the world would soon find an incentive to work to- 
gether for the common good; they would realise that their true 
interests do not conflict and that progress and well-being depend upon 
community of aim and effort. The nations would then be in a posi- 
tion to discuss with real promise of success both political grievances 


and economic difficulties, whether in the international or colonial 
field. 
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The Colonial Problem 


This brings me to say something about the principles of our colonial 
administration. . . . We recognise, as the United States have recog- 
nised, that self-government should be the ultimate goal of colonial 
policy, a goal which is near or distant according to the capacity of 
the peoples concerned to manage their own affairs. In one of 
your own studies, The Colonial Problem, the type of research which 
enhances the reputation of Chatham House, you have considered the 
question whether colonies pay. You drew attention to the benefits 
of cheap imports which the consumers of a country possessing colonies 
obtain as the result of the relatively low cost of production of certain 
commodities in colonial territories. But under an international system 
under which the present trade barriers were to a great extent abolished, 
these benefits, already shared as they are to a considerable extent by 
many countries not possessing colonies, would be shared still more 
widely. On all sides there could be more free and more ready access 
to markets and raw materials of the world; wider channels of trade 
down which would flow the goods which nations require to buy and 
sell. Such are some of the possibilities within everybody’s reach. . . . 

Can we not look forward to a time when there may be agree- 
ment on common methods and aims of colonial development, which 
may ensure not only that the universally acknowledged purpose of 
colonial administration will be to help their inhabitants steadily to 
raise their level of life, but also that colonial territories may make a 

rowing contribution to the world’s resources ? On such an agreed 
oundation of purpose we hope that others might be prepared with us 
to make their contribution to a better world. If so, I have no doubt 
that in the conduct of our colonial administration we should be ready 
to go far upon the economic side, as we have already done on the 
political side, in making wider application of the principles which now 
obtain in the mandated territories, including, on terms of reciprocity, 
that of the Open Door. 


A New European Order 


Whatever may be the difficulties of the colonial problem, or of any 
other, I would not despair of finding ways of settlement, once every- 
body has got the will to settle. But unless all countries do in fact 
desire a settlement, discussions will do more harm than good, 
It is impossible to negotiate with a country the leaders of which 
brand a friendly country as thieves and blackmailers, and indulge 
in daily monstrous slanders on British policy in all parts of the 
world. But if that spirit gave way to something different, his 
Majesty’s Government would be ready to pool their best thought 
with others in order to end the present state of political and 
economic insecurity, and if we could get so far . . . our next task 
would be the reconstruction of the international order on a broader 
and firmer foundation. . . . An examination of the history of the 
Covenant may perhaps disclose that some of its obligations were too 
loose and others too rigid. It has been suggested, for instance, that 
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some system of specific regional guarantees for the preservation of the 
peace would be more effective than the indefinite but universal obli- 
gations of Articles 10 and 16, and it is not impossible that the grouping 
of the Powers as it exists to-day, instead of dividing Europe, might be 
so moulded as to become the embryo of a better European system. 
That is one side of the problem. But it is not enough to devise 
measures for preventing the use of force to change the status quo, 
unless there is also machinery for bringing about peaceful change. 
For a living and changing world can never be held in iron clamps, and 
any such attempt is the high road to disaster. . . . 

To-day, when the European nations, forgetful of their common 
civilisation, are arming to the teeth, it is more important than ever that 
we should remind ourselves of the essential unity of European civili- 
sation. European minds meet across political frontiers. With the 
same background of knowledge, with the same heritage of culture, they 
study the same problems; the work of the great masters of science, of 
literature and of art is the common property of all peoples; and thinkers 
in every land exchange knowledge on equal and friendly terms. Truly 
is a divided Europe a house divided against itself and our foreign 
policy must, therefore, constantly bear in mind the immediate poses: 
and the more distant future, the steps we are now taking and the goal 
to which they are meant to lead. . . . 


The Dual Policy 


British policy rests on twin foundations of purpose. One 
is determination to resist force. The other is our recognition of the 


world’s desire to get on with the constructive work of building peace. 


If we could once be satisfied that the intentions of others were the 
same as our own, and that we all really wanted peaceful solutions— 
then, I say here definitely, we could discuss the problems that are 
to-day causing the st anxiety. In such a new atmosphere we 
could examine the colonial problem, the problem of raw materials, 
trade barriers, the issue of Lebensraum, the limitation of armaments, 
and any other issue that affects the lives of all European citizens. 

But this is not the position which we face to-day. The threat of 
military force is holding the world to ransom, and our immediate 
task is—and here I end as I began—to resist aggression. I would 
emphasise that to-night with all the strength at my command, so that 
nobody may misunderstand it. And if we are ever to succeed in 
removing misunderstanding and reaching a settlement which the 
world can trust, it must be upon some basis more substantial than 
verbal undertakings. . . . There can be no firm bargains on the basis 
of giving something concrete in return for mere assurances. None 
of us in these days can see very far ahead in the world in which we live, 
but we can and we must always be sure of the general direction in which 
we wish to travel. Let us, therefore, be very sure that whether or not 
we ate to preserve for ourselves and for others the things we hold 
dear depends in the last resort upon ourselves, upon the strength of 
the personal faith of each one of us, and upon our resolution to main- 
tain it. 
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2. Statement on Danzig by Mr. Neville Chamberlain, Prime 
Minister, in the House of Commons, July 10, 1939. 


. . » Racially Danzig is, almost wholly, a German city; but the 
prosperity of its iilstenpie depends to a very large extent upon 
Polish trade. The Vistula is Poland’s only waterway to the Baltic, and 
the port at its mouth is therefore of vital strategic and economic im- 
portance to her. Another Power established in Danzig could, if it 
so desired, block Poland’s access to the sea, and so exert an economic 
and military stranglehold upon her. 

Those who were responsible for framing the present statute of the 
Free City were fully conscious of these facts and did their best to make 
provision accordingly. Moreover there is no question of any oppres- 
sion of the German population in Danzig. On the contrary, the 
administration of the Free City is in German hands, and the only 
restrictions imposed upon it are not of a kind to curtail the liberties of 
its citizens. The present settlement, though it may be capable of 
improvement, cannot in itself be regarded as basically unjust or 
illogical. 

he maintenance of the status quo had in fact been guaranteed by the 
German Chancellor himself up to 1944 by the 10-year Treaty which 
he had concluded with Marshal Pilsudski. Up till last March Ger- 
many seems to have felt that, while the position of Danzig might 
ultimately require revision, the question was neither urgent nor likely 
to lead to a serious dispute. . . . 

Recent occurrences in Danzig have inevitably given rise to fears that 
it is intended to settle her future status by unilateral action, organised 
by surreptitious methods, thus presenting Poland and other Powers 
with a fait accompli. 

In such circumstances any action taken by Poland to restore the 
situation would, it is suggested, be represented as an act of aggression 
on her part, and if her action were supported by other Powers they 
would be accused of aiding and abetting her in the use of force. 

If the sequence of events should in fact be such as is contemplated 
on this hypothesis, members will realise from what I have said earlier 
that the issue could not be considered as a purely local matter involving 
the rights and liberties of the Danzigers, which incidentally are in no 
way threatened, but would at once raise graver issues affecting Polish 
national existence and independence. We have guaranteed to give 
our assistance to Poland in the case of a clear threat to her independ- 
ence, which she considers it vital to resist with her national forces, and 
we are firmly resolved to carry out this undertaking. 

I have said that while the present settlement is neither basically 
unjust nor illogical, it may be capable of improvement. It may be 
that in a clearer atmosphere possible improvement could be discussed. 
Indeed, Colonel Beck has himself said in his speech on May 5 that if 
the Government of the Reich is guided by two conditions—namely, 
peaceful intentions and peaceful methods of procedure—all conver- 
sations are possible. . . . 
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3. Formula agreed upon with the Japanese Government and published on 


July 24, 1939, in order to clear the way for discussions on the situation at 
Tientsin. 


His Majesty’s Government in the United Kingdom fully recognise 
the actual situation in China, where hostilities on a large scale are 
in progress, and note that, as long as that state of affairs continues to 
exist, the Japanese forces in China have special requirements for the 
purpose of safeguarding their own security and maintaining public 
order in regions under their control, and that they have to suppress or 
remove any such causes or acts as will obstruct them or benefit their 
enemy. 

His Majesty’s Government have no intention of countenancing any 
act or measures prejudicial to the attainment of the above-mentioned 
objects by Japanese forces, and they will take this opportunity to con- 
firm their policy in this respect by making it plain to British authorities 
and British nationals in China that they should refrain from such acts 
and measures. 





GREAT BRITAIN 


I. THE PARLIAMENTARY SESSION 


ARLIAMENTARY time in this season of the year is 

always taken up very largely by financial business. 
Apart from this, the latter part of the session has been 
fully occupied, first with a number of measures of economic 
reorganisation, and secondly with measures designed to 
strengthen our civil and military defences against an 
impending crisis. 

On the side of public finance a number of changes have 
been made since the budget. Against considerable 
pressure, the Chancellor refused to alter his decision to 
increase by tos. per standard horse-power the tax on 
motor cars, but he succumbed to the antagonism expressed 
to another of his budgetary changes. The tax on cinemato- 
graph film was abandoned when it proved impossible to 
find a formula that would leave the body of the tax intact 
while saving it from handicapping the struggling British 
film industry. On the other hand, a new tax was introduced 
into the Finance Bill, this time under pressure from the 
Left. In announcing the proposal to introduce 
compulsory military service, the Prime Minister had 
promised to take further steps to limit the profits of firms 
engaged on the rearmament programme. In fulfilment 
of this pledge, an Arms Profits Duty, now familiarly known 
as A.P.D., was introduced by way of amendment to the 
Finance Bill. It would appropriate for the state three- 
fifths of the profits earned by any concern executing, in 
one year, extra state orders worth £200,000. The tax 
would apply to profits earned during the next three years. 
The Chancellor of the Exchequer declared that the new 
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Ministry of Supply had been given drastic powers to 
prevent abnormal profits; the duty was therefore to be 
regarded as a supplementary measure, and the Chancellor 
himself as “‘a long-stop for what escaped the prehensile 
hands of the Minister of Supply”. Sub-contractors would 
be included, provided that they had a total turnover of 
£200,000 a year from all their work being done directly or 
indirectly for the Government under the rearmament 
programme. 

There are inevitably many anomalies in such an unusual 
tax, applied not for economic or financial but for political 
purposes. One of the more obvious, in its original form, 
was the omission of the supply of foodstuffs from the 
trades liable to the tax. This was modified in face of 
parliamentary criticism, and profits on food supplied for 
military or kindred purposes will be taxed along with the 
profits of firms making guns or battleships. 

The Chancellor’s difficulties have been increased by 
a still further acceleration of defence plans. In a state- 
ment on July 13, he explained that the supplementary 
defence estimates, issued since the budget, would bring the 
nation’s total arms expenditure during the financial year 
1939-40 to £730 million—a total that has since had to be 
raised still further. This figure was £150 million more 
than had been provided in the budget statement for 
defence purposes. He had then announced that £250 
million of the total would be raised out of taxes, and the 
rest by loan. The Chancellor now proposed to leave the 
amount to be raised out of taxes at the same figure, and to 
borrow on treasury bills to cover such portion of the 
rest as was not being raised under the Defence Loans Act. 
This means that the total of government borrowing in the 
current financial year will be approximately £500 million, 
a sum in excess of the usual estimates for the normal annual 
savings of the people. Apart from the defence supple- 
mentary estimates, Sir John Simon announced that various 
of the civil departments would require £14 million more 
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than they had estimated before the budget. He had allowed 
for £5 million of such supplementaries in his budget 
estimates, and the rest would be met out of savings on the 
original votes. Undoubtedly the Chancellor has reason 
to look forward to a certain buoyancy of revenue as a 
by-product of the large-scale government expenditure, 
but a heavy burden of unproductive borrowing is bound to 
put a heavy strain on the economic stability of the country.* 

The economic measures considered by Parliament include 
an agricultural development Bill, embodying the Govern- 
ment’s policy of “price insurance” (another term for 
price stabilisation by means of subsidies) in regard to oats, 
barley and sheep; a Bill for the compulsory rationalisation 
of the cotton industry on lines accepted by Lancashire 
after years of discussion; a Milk Bill giving further govern- 
ment financial assistance in respect of cheap milk for children 
and mothers, bonuses to farmers producing a high-quality 
milk, and “ price insurance”? on milk diverted from the 
liquid milk market to the butter and cheese industries ; 
and a Bill amalgamating Imperial Airways and British 
Airways into a single British international air-transport 
corporation. 

The Government also had to take up parliamentary time 
with an urgent measure to control terrorist activities by 
Irish republican sympathisers.t The list of explosive 
outrages culminated in the blowing up of cloakrooms at 
two London railway stations on July 26, the very day on 
which the Prevention of Violence (Temporary Provisions) 
Bill was being considered and passed by the House of 
Commons. Although numbers of men and women 
continued to be caught and convicted of crimes in 
connection with the terrorist campaign, it had already 
become manifest that the ordinary powers of the peace- 
time law were insufficient to deal with the menace. The 

* See below, p. 828. 


¢ See THe Rounp Taste, No. 115, June 1939, p. 619; and above, 
p. 802. 
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new Bill, which gives the police special powers of arrest, 
examination or expulsion from the country of all persons 
suspected of complicity or intended complicity in LR.A. 
terrorism, was introduced, in the words of its preamble, 
in order to “ prevent the commission in Great Britain of 
further acts of violence designed to influence public opinion 
or government policy with regard to Irish affairs”. It 
may be said with assurance, and not merely as a piece of 
bombast, that the idea of amending British policy towards 
Ireland in response to these dangerous and childish exploits 
has never entered the head of the mass of Englishmen, 
who have treated the whole affair as a problem in 
criminology and public safety rather than political 
persuasion. 

The new Act is applicable to all persons who have not 
normally resided in Great Britain for the past twenty years ; 
the power taken to expel British subjects, and even citizens 
of the United Kingdom who normally reside in Northern 
Ireland, has been pounced upon by Irish republican propa- 
ganda as evidence that the Government has been obliged 
to acknowledge the unity of Ireland and its separation as a 
nation from Great Britain and the British Empire. No 
such interpretation can, of course, be placed on the measure ; 
on the other hand, it does not nced propaganda to show 
that the existence of different legal nationalities, according 
to local law, in the different parts of the Commonwealth 
has been recognised for some years as a constitutional fact. 


Il, DEFENCE AND FoREIGN PoLicy 


HE third main class of measures with which Parlia- 
ment has dealt concerns the organisation of our direct 
defences against the possibility of war. Four main 
measures have been considered. The first of them was the 
Civil Defence Bill,* establishing the rights and duties of 
employers and other classes in respect of the provision of 


* See THE Rounp Tas Lg, No. 115, June 1939, p. 610. 
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air-raid shelters; clarifying and extending the duties of 
local authorities ; and otherwise bringing the legal aspects 
of A.R.P. up to date. The second measure in this class 
was the Bill setting up a Ministry of Supply. Although 
the new Ministry will not in peace time have control of the 
supply of munitions and material for the Air Ministry and 
the Admiralty, its powers are very wide. The Ministry 
will have authority to order that government contracts be 
given priority, to requisition output if difficulties should 
arise in obtaining such priority, to commandeer available 
storage facilities, to examine contractors’ records and fix 
prices, and to require the protection of essential plant 
against air raids. Opposition arose from members who 
wanted to give the Ministry much wider powers, including 
control over the supply of war material to the navy and 
air force. 

The third great defence Bill before Parliament was that 
setting up the new conscript force, known as the militia. 
The early indications that Labour opposition to this 
measure was slackening, in accordance with a realisation 
that the public as a whole approved of it, have been ful- 
filled in practice. The Trades Union Congress, at a 
special conference held at the end of May, approved by an 
overwhelming majority the policy recommended by its 
leaders of maintaining formal opposition to conscription, 
but of refusing to withdraw from co-operation with the 
Government in voluntary national service, or to take any 
industrial action against conscription. ‘The Labour party, 
at its Whitsun conference, rejected by 1,670,000 votes to 
286,000 a motion to resist—apparently by direct action— 
any form of conscription until a Government was in power 
which Labour could trust. 

The first militiamen were called up in July, and an 
extremely encouraging feature of the episode, apart from the 
administrative smoothness with which it was carried 
through, was the unexpectedly high physical standard of the . 
men called up. The number rejected was much lower 
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than had been anticipated, with the result that the force 
is to that extent larger than the planned figure. The 
cost of the formation of the militia is reckoned at £30 
million, apart from its later annual upkeep. Tribunals 
have been established for the consideration of conscientious 
objections. The number of men originally entered as 
having conscientious objection to serving in the militia was 
only 3,775, or only 1.7 per cent. of the 219,964 men called 
upon to register at the beginning of June. This in- 
significant figure may be taken as a measure of the extent 
to which the continued aggression of the totalitarian 
Powers has completely counteracted the wave of pacifism 
that spread over Great Britain a few years ago. 

The last of the great batch of defensive legislation was 
the Reserve and Auxiliary Forces Bill, introduced in order to 
enable reserves for the army, navy and air force to be called 
up gradually, each unit for a short period of time, instead 
of requiring solemn proclamation of a state of emergency 
before any reservists could be placed under arms. This 
measure, which was received without party opposition, 
was plainly necessary in order to keep our defences up to 
the pitch at which they must be through these perilous 
months. Anti-aircraft guns and barrage-balloon units 
are now familiar sights in the parks and public places. 
Far from causing public alarm, these precautions are 
proving the best way of avoiding the danger of panic if a 
crisis should come upon us. 

In a speech early in June the Minister for War declared 
that very shortly Great Britain would have upwards of 
750,000 men under arms. Lord Chatfield, Minister for the 
Co-ordination of Defence, more recently told the House 
of Lords that there had never been a time when our 
plans for a war emergency had been so carefully laid. 
Encouragement has also been found in the progress of 
civil defence. The number of volunteers for various 
air-raid precautionary services now exceeds two millions. 
This was the figure aimed at in the Government’s plan for 
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achievement by this summer, and although some specialist 
services are still short of the numbers that they require the 
response is a great tribute to the spirit of the people and 
their readiness for sacrifice in the public cause. 

Among the other defensive measures that call for brief 
note are the advice given to householders to store a week’s 
supply of non-perishable food; the emergency barter 
agreement between the Governments of Great Britain and 
the United States for the exchange of 600,000 bales of 
cotton for 80,000 tons of rubber; the announcement of 
plans for the rationing of coal and petrol in war time; 
the introduction of a war risks insurance Bill, the announce- 
ment of plans for mobilising medical skill in war time, the 
impressive flights of R.A.F. bombing planes on long- 
distance practice cruises over France, and the first experi- 
mental black-out of London and the home counties on the 
night of August 10-11. A vital piece of military re- 
organisation has been the appointment of two Inspectors 
General, one for the oversea forces and the other for the 
home forces. These important posts have been given to 
two of the outstanding soldiers of their generation, General 
Sir Edmund Ironside and General Sir Walter Kirke. 

Mention should also be made at this point of the plans 
laid for a Ministry of Information in the event of war. 
This will be concerned with all matters connected with 
news and publicity both at home and abroad. It will not, 
however, take over the B.B.C., nor impose a censorship of 
the press, other than restrictions to be voluntarily applied 
by the newspapers themselves. Nor will it operate in 
advance of a war emergency. The Minister indicated to 
take charge of it is Sir Samuel Hoare, and the permanent 
head would be Lord Perth. In peace time, Lord Perth 
has been made head of a new department of the Foreign 
Office, concerned with helping to put the British case to 
the people of foreign countries. This move is closely 
associated with the rapid extension of the B.B.C.’s foreign- 
language broadcasts, which would no doubt be multiplied 
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in war time. How far the medium-wave home services 
would be restricted for defence reasons in time of war it is 
impossible to foretell. The possibility that they may be 
curtailed was admittedly one of the reasons for the Govern- 
ment’s reversal of a previous decision not to give facilities 
for so-called wire broadcasting, whereby the subscriber 
can plug in to one of a series of programmes distributed 
along telephone wires. 

In foreign policy there has been every evidence of a 
complete unanimity of principle.among all the parties and 
all groups of public opinion in the country, even though 
there continues to be a good deal of personal criticism of 
the Prime Minister. Lord Halifax’s speech of June 29 * was 
described by the Manchester Guardian (Opposition Liberal) 
as without question the finest speech on foreign policy 
made by a Minister of the National Government since it 
came to power. “ Unshakably firm, irrefutably just, it 
expressed the ideals of those who look forward to a happier 
future with no less clarity than it reflected the present 
temper of the British people”. The News Chronicle 
(Opposition Liberal) said that it would meet with the 
general approval of the British people, and it received 
equal praise from the Labour organ. A similar unanimity 
greeted both the Prime Minister’s statement of July 11 on 
Danzig, and the plans to strengthen the resources of our 
allies and associates by providing an additional £50 million 
for the government guarantee of export credits extended 
where credit insurance would be impracticable on a 
commercial basis but where the transaction is regarded as 
desirable in the national interest. It is only by such in- 
direct means that ways can be found for Great Britain to 
lend money to her friends at a time when the resources both 
of her national savings and of her balance of oversea 
payments are strained to the utmost to pay for her own 
rearmament. 

On the other hand, the Government found itself faced 

* Extracts from this speech are printed on p. 813 above. 
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with substantial opposition, even on its own benches, over 
the issue of the re-assembly of Parliament. Many members 
felt that the dispersal of the British Parliament for two 
months’ vacation would be regarded by the dictators as an 
invitation to take advantage of what these members 
regarded as the greater pliability of the Government than 
of Parliament. Several proposals were put forward, one 
being that Parliament should meet for one day each week, 
another that it should be represented during the vacation 
by a Council of State representative of the different parties 
in proportion to their parliamentary strength. The issue 
on which a vote was finally taken, however, was simply 
whether Parliament should be recalled after the recess on 
October 3, as the Government proposed, or on August 21, 
as Labour demanded. The Opposition amendment was 
defeated by 250 votes to 132, some 40 Government members 
abstaining. The Government, however, can ask for the 
recall of Parliament at an earlier date if an emergency 
should require it, and explicit undertakings have been 
given not to execute a change in British foreign policy 


without giving Parliament an opportunity to express its 
feelings. 


lI. By-ELEcTIONS 


HE by-elections continue to show a shift of opinion 

against the Government since the general election of 
1935, but by no means on a sufficient scale to threaten a loss 
of its majority. At Kennington, late in May, Labour gained 
the seat, the Conservative vote falling from 12,401 to 7,119, 
while the Labour vote fell from 11,856 to 10,715. Their 
only other gain was in Brecon and Radnor, where the 
Government poll fell from 22,079 to 18,043, whereas the 
Labour poll rose from 19,910 to 20,679. In the Colne 
Valley constituency, a former Labour seat, the party 
managed to increase its poll from 16,725 to 17,277, the 
Conservative vote falling from 10,917 to 9,012; the most 
striking feature of the result, however, was a fall in the 
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Liberal vote from 12,946 to 9,228, although the candidate 
had nursed the constituency for years. This discouragement 
to the Liberals was offset by their success in holding the 
North Cornwall seat, on a majority increased from 836 to 
1,464, the Liberal poll rising from 16,872 to 17,072. The 
Liberal vote also increased at Hythe, where the Govern- 
ment held the seat by a majority of 2,439, against a majority 
of 6,671 in 1935, while their total poll fell from 15,359 to 
12,016. The Government majority was also reduced at 
Monmouth, where the Conservative vote fell from 23,262 
to 17,358, the Labour poll also falling from 13,454 to 
11,543. As evidence that to some extent these reductions 
of majorities may be directed against the sitting party, 
whether Government or Opposition, the Caerphilly by- 
election showed a decline in the Labour vote from 24,846 
to 19,847, while the Conservative vote rose from 7,738 
to 9,349. 

A study of 61 by-elections between the general election 
and the end of May this year, undertaken by a Manchester 
research group, showed that there had been remarkably 
little variation year by year in the proportion of the total 
votes cast that has been turned over from Government to 
Opposition, the average being roughly 5 per cent. With 
an equal turnover in every constituency at a general 
election, the number of Labour seats would be increased 
from 166 to 239, but the Government would still have a 
majority of 63 in the House of Commons. A turnover 
about half as large again would be necessary to give Labour 
a parliamentary majority. On the contrary, experience 
shows that by-elections frequently exaggerate the swing 
against the Government of the day. 


IV. A REARMAMENT Boom 


N the field of trade and industry, a marked boom is 
well under way. At the beginning of the year, business 


was still in a state of depression. Recovery was hoped for, 
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but most pundits pinned their hopes upon the expectation 
of an autumn upturn in business in the United States. 
Actually, recovery has proceeded month by month with 
growing vigour since early in the year. And it has owed 
practically nothing to American stimulation. It is the 
British Chancellor of the Exchequer, and not the American 
purchaser, who has engineered recovery. The expenditure 
of many millions of pounds upon defence, that is to say, 
public works of a specialised kind, has brought the greater 
part of the country’s unemployed resources into activity 
again. It is a commonplace of history books that war 
is the “ great consumer.” In future editions there must 
be added a rider that modern “ near-war ” makes scarcely 
less large and widespread demands upon industry than 
war itself. 

In December last year the Economist’s index of business 
activity (1935 = 100) had fallen from its 1937 peak of 
113} (in August and September of that year) to 101. But 
in January it shot up to 1044; in May to 110}; and in 
June, at 1114, it was only two points below its previous 
best. Employment shows the same swift upward course. 
In January the number of insured persons aged 16-64 in 
employment in Great Britain (excluding agriculture) was 
11,284,000. This was a marked falling-away from the 
record of 11,706,000 registered in September 1937. But 
by May there was a new high record of 11,838,000; and 
in July the 12 million mark was passed, the actual figure 
being 12,064,000. In January the total number of regis- 
tered unemployed aged 14 and over (including those in 
agriculture) was 2,039,000; in July it had fallen to 1,256,000. 
The number wholly unemployed in January was 1,594,000; 
in July it was only 1,014,000. 

Even this reduced total of unemployment is misleading. 
The normal number of workers passing from one job to 
another or seasonally idle in special trades may be taken 
as about half-a-million; another quarter-of-a-million, 
probably, are virtually unemployable because of age or 
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because of a wasted youth; militia and territorial army 
claims will now take away from work, say, still another 
quarter-of-a-million on the average of the year. It is 
therefore clear that there is already a sharp shortage of 
labour. Even the pools of reserve labour in exceptionally 
depressed districts are actually smaller than they seem: 
many of the unemployed in such districts are too old to 
be easily reabsorbed; many more are too inexperienced 
after a youth of unemployment to be quickly trained for 
industry; and the bulk of the rest are not readily available 
for new types of work. Industries like aircraft manu- 
facture and engineering are already hampered for lack 
of personnel, and over wide areas of the country unemploy- 
ment in these trades has fallen as low as 2 per cent. of 
their insured workers. In fact, the clearest sign of the 
boom that is in progress is the nearness of industry in 
general to a novel state of full employment. 

It is the approach of full employment that gives the 
gigantic defence expenditure of the Government its 
decisive economic significance. After a series of supple- 
mentary estimates, the revised cost of defence in 1939-40 
is put at £747 million, 90 per cent. more than last year. 
Total national expenditure on all purposes in 1939-40 
will be £1,454 million: in 1933-34 it was £690 million, 
less than this year’s cost of defence. If the needs of 
oversea governments, local authorities and private business 
are added to the £500 million of loans and bills fore- 
shadowed by the Chancellor, normal savings will be a 
long way exceeded by this year’s borrowing needs. 

Here is the crux and peculiarity of the present boom. 
Rearmament began five or six years ago, but until now it 
did no more than take in some part of the slack left by 
depressed civil industry. The scene has swiftly changed. 
Expenditure on the defence programme has risen to a 
level capable of generating a boom despite the hesitations 
of wide sections of private business. The further ex- 


penditure projected for the near future threatens to make 
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demands upon labour, plant and capital which it will be 
literally impossible to satisfy without appreciably cutting 
down non-essential civil activity. No firm steps have so 
far been taken to do this; and, meanwhile, the problem 
is rendered more acute by the revival of most branches of 
non-armament industry under the indirect stimulus of 
defence spending. As employment, profits and wage- 
earnings rise, the demand for all sorts of consumption 
goods is growing as well. All industries in all parts of 
the country are affected. It is not only the engineering, 
aircraft and munitions trades that are busy; nor only 
those of iron and steel, shipbuilding and coal. Ever since 
last November the registrations of private cars have run 
steadily above last year’s level month by month, and the 
improvement is accelerating. Registrations of com- 
mercial vehicles were below last year’s level until May, 
but they, too, have gathered speed lately; and the course 
of retail trade shows the same steepening upward trend. 
It is true that the returns of the value of building plans 
(by 146 local authorities), which do not include direct 
government contracts, have shown a steady decline for 
a year and a half; but even in building the level of un- 
employment has distinctly fallen. It is almost certain 
that government contracts have much more than made up 
for the laggard progress of residential construction. 

This is not to say that there are no gaps in the recovery 
front. The present state of international tension is re- 
sponsible, not only for the vast arms activity that is the 
prime-mover of the rising trend of trade, but also for 
steady stagnation on the stock exchange, for reluctance to 
put through deals in real property, and for the relatively 
unfavourable record in recent months of the shops and 
stores in central and west London. The position was 
thus described by the Economist at the end of July : 


The incidence (of recovery) is, of course, uneven. The 
stimulus comes from industry, not from commerce or finance . . . 
It is the provinces that are busy; the West End is still under a 
cloud, while the City is downright depressed. 
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The boom is distorted, but it is very wide-embracing, 
and the moment is very near when its future course must 
be determined by public policy. 

Other economic activities can be restricted to make 
way for near-war work in three ways. The curtailment 
of consumption by means of increased taxation, which is 
the first way, has so far been eschewed. Only one-third 
of this year’s defence expenditure is to come from taxes, 
even though the reason given in April by Sir John Simon 
for his reluctance to raise taxes, namely, that to do so 
would be to check recovery, has lost a great deal of what- 
ever force it then had. By next April the case for higher 
taxes will be invincible, but until then it is unlikely that, 
with a general election in the offing, sound finance of 
this sort will prevail over the easier way of seeming to 
make posterity pay for our defences. 

The second mode of restriction is by direct control 
over trade and employment and over labour and materials. 
The establishment of a Ministry of Supply with powers to 
secure priority for government contracts is a step in this 
direction. Restriction of non-essential imports and con- 
centration of the country’s buying power upon necessary 
goods are other instances of controls that can hardly be 
avoided indefinitely. The guidance of exports into 
channels of strategic and diplomatic importance is another. 
The apportionment of labour to the places where it is 
most required is an even more imperative need. 

But neither taxation nor control has so far been ap- 
preciably employed to ease the growing strain. The 
prevailing policy is rather an empirical one of “‘ wait and 
see.” In these circumstances it is almost certain that the 
third and crudest method of restriction must be brought 
into play. This is the way of inflation. With inflation 
operating, prices would be allowed to rise under the 
stimulus of the Government’s loan expenditure; public 
and private enterprise would bid against each other for 


scarce labour and materials. ‘Though easy and automatic, 
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inflation is a hit-and-miss method, always inequitable and 
often dangerous. 

It would be very misleading not to emphasise at this 
point that, although the necessary conditions for inflation 
are being rapidly created, the fact of inflation is still absent. 
So far from rising, commodity prices are still falling. 
The Economist’s index of wholesale prices, based on 100 
for September 18, 1931, which stood at 131.3 at the end 
of December 1936 and at 113.7 two years later, was only 
114.7 on July 26, 1939. The position is paradoxical. 
Arms output has grown greatly; there has at least been no 
reduction in the activity of the consumption trades; every 
branch of industry—including textiles, where a truly 
notable recovery has been staged—is busy. Yet the 
prices of raw materials are still falling. It is true that 
the price index is appreciably affected by the record slump 
in wheat prices. It is true, too, that this is commonly 
a season of the year when prices fall back. But, even so, 
the fact remains remarkable; and, moreover, it goes a 
long way towards explaining why the worst strains of the 
armament boom have not yet become manifest. 

For instance, the boom is ultimately bound to imply 
a worsening of the trade balance as imports are swollen. 
So far, this danger has not become pressing. 


Untrep KINGDOM: OVERSEAS TRADE 


(000’s omitted) 


Monthly Domestic Retained Debit 
Average Exports Imports Balance 
in: £ £ £ 

1937 43,466 790492 36,026 
I 5240 I, 2,32 
Fire half 39,24 71,569 32,329 
of 1939 . 39,414 70,279 30,865 


In May, June and July, admittedly, the import surplus 
exceeded that of the same months in 1938, and this 
trend seems likely to continue. But there has been a 
steady decline in the prices of imports since 1937; raw 
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materials and foodstuffs have become steadily cheaper; 
and that is why the boom has gone so far without the 
complications of soaring import surpluses, rising prices, 
increases in the cost of living, acrimonious wage demands 
and all the other signs of inflation. 

Yet these contingencies are by no means out of the picture. 
Prices have failed to rise largely for two reasons (apart 
from changes in the volume of world stocks): the per- 
sistence of recession in the United States, and the sudden 
over-supply of certain commodities like wheat, simply 
as a result of nature’s unexpected bounty. On the demand 
side, the full weight of government requirements has not 
yet been thrown into the scale. The 1939-40 programme 
of expenditure is not yet in full swing. The urgently 
desirable policy of heaping up reserves of materials and 
food against an emergency has only been sketched out. 
Other Governments, too, have large demands still to make. 
The tide will assuredly turn. 

That is the position. There is a breathing space before 
the expected increase in prices begins. Until it does, 
the best is being made of both worlds. There is a boom 
with low prices, high employment with a low cost of 
living. Money earnings and real earnings are still rising 
together. But the shadow of inflation overhangs the 
present prosperity; and it is equally in the interests of the 
community, who will suffer when prices soar, and of the 
Government, whose inescapable task is to carry through 
the defence programme with efficiency and despatch, that 
plans should be laid forthwith to eke out the nation’s 


resources without the clumsy expedient of unchecked 
inflation. 





CANADA 


I. CONFERENCES ON CANADIAN—AMERICAN AFFAIRS 


OME yeats ago Dr. James T. Shotwell, the dis- 

tinguished Canadian-born American scholar who is 
director of the division of economics and history in the 
Carnegie Endowment for International Peace, conceived 
the idea that the Endowment, which had devoted much of 
its resources in the past to investigating the troubled areas 
of the world, might to good advantage encourage the study 
of what is perhaps the most successful example extant of 
peaceful international living—the relations between the 
United States and Canada. ‘This idea has since borne fruit 
in at least two important projects: the series of scholarly 
historical and economic studies which are appearing at 
intervals under the general title of The Relations of Canada 
and the United States, and the three successive conferences 
on Canadian—American affairs which have taken place 
under the joint auspices of the Carnegie Endowment, 
the St. Lawrence University (Canton, New York), and 
Queen’s University (Kingston, Ontario). 

The first of these conferences was held at St. Lawrence 
in 1935; the second at Queen’s in 1937; while for the most 
recent (June 19-22, 1939) the members returned to St. 
Lawrence. Members of the conferences attend by invita- 
tion. The personnel has been primarily academic, though 
the lump has been somewhat leavened by the presence of a 
few members of both countries’ legislatures, government 
officials and civil servants, soldiers, journalists, and the like. 
It was remarked at one conference that the Americans 
present were chiefly either ex-Canadians or persons having 
some sort of special professional interest in relations with 
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Canada. This was less true in 1939 than on the earlier 
occasions; but it is probably fair to assume that the 
organisers have discovered that it is harder to interest the 
average American in Canadian—American relations than 
it is to interest the average Canadian. The conferences are, 
of course, entirely unofficial. They pass no resolutions, 
formulate no principles, and attempt no propaganda; 
volumes of proceedings are published. As the confer- 
ences are merely forums for exchange of views it is easy to 
accuse them of being ineffectual. Nevertheless, it could 
probably be demonstrated that they have had a measurable 
if limited effect in increasing the diffusion of information 
(and therefore presumably of understanding) concerning 
each country’s problems on the opposite side of “‘ the line ”. 

In their subject-matter the conferences have reflected in 
a rather striking fashion the deteriorating world situation 
of the past few years and the concurrently growing anxiety 
of the North American countries. Foreign policy had no 
place on the agenda of the 1935 meeting, but one im- 
provised discussion, chiefly turning about the Far Eastern 
situation, did take place. In 1937 a full session was 
devoted to the foreign situation. In 1939 it entirely 
dominated the discussions, which were primarily dedicated 
to study of the external relations of North America. 
Economic relations were dealt with at some length, and the 
final sessions were devoted, significantly enough, to a 
matter to which neither of the previous conferences had 
paid much attention—the problems of defence. Many 
schools of thought were represented in the discussions of 
these questions. One interesting feature was the all-but 
unanimous fashion in which Canadian speakers called upon 
the United States to assume a réle of active leadership in 
the struggle for world order. In an introductory paper an 
eminent Canadian economist pointed out that a re-integra- 
tion of world economy was certain to take place in the near 
future; and that the question whether the ultimate result 
would be a fascist type of trade system founded on force, 
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or a system founded on peace and free exchange, rested 
largely with the United States. A later speaker argued that 
sooner or later the American republic would have to face 
its destiny: that power brought responsibility with it; 
and that for all its reluctance the most powerful nation in 
the world could not indefinitely avoid assuming the burden 
of the creation and defence of some sort of world balance of 
power. The Americans on their side displayed, to an 
extent that certainly surprised some Canadian observers, a 
conviction that the practical interests of the United States 
were closely bound up with the outcome of the present 
critical situations in Europe and the Far East. The view 
was expressed, not once but several times, that, all questions 
of morals and sentiment apart, the republic simply could 
not afford to see Great Britain and France destroyed or 
rendered impotent, or Japan become undisputed master of 
eastern Asia. It would perhaps be unwise to attach too 
much importance to these declarations, which came, after 
all, from Americans representing predominantly the in- 
tellectual centres of the eastern states; yet the change of 
tone as compared with that in evidence at the earlier 
meetings was remarkable, and provided striking evidence 
of the force of the impact of recent happenings upon the 
mind of some sections at least of the American people. 
Curiously enough, the really intransigent expressions 
of isolationist sentiment in 1939 came not from Americans 
at all, but from the spokesmen of the anti-imperialist 
groups in Canada, which as usual were ably and articulately 
represented. One of these, speaking with a vehemence 
that seemed to some observers to reflect the sense of defeat 
which has apparently been growing in the minds of the 
isolationists in Canada since September of 1938, went so 
far as to tell the Americans present that they were witnessing 
the last struggle of a part of the English-speaking world for 
self-government. (The reference was to the legal in- 
capacity of Canada to declare neutrality in a British war, and 
the refusal of the Canadian Government to introduce 
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legislation investing her with this power). More than one 
French-Canadian member spoke; they confined themselves 
in the main to exposition of the reluctance of their people to 
contemplate intervention in a war in which Canadian 
interests and Canadian security were not definitely and 
directly at stake. 

In the discussion of these larger and very pressing issues, 
questions of Canadian—American relations per se tended to 
fall into the background. Some such questions, however, 
were raised in the discussions on defence. A Canadian 
speaker, describing the Dominion’s new defence pro- 
gramme, suggested that it was inspired, not only by fear of 
the aggressor States, but also by the desire to impress the 
United States with the fact that Canada was bearing her 
proper share in the general defence of North America, and 
that the United States would never need to intervene on 
Canadian soil in the interest of her own security. More 
than one Canadian expressed the opinion that the scheme 
for the construction by the United States of a military 
highway across British Columbia, connecting the conti- 
nental United States with Alaska, was inadmissible as being 
inconsistent with Canadian self-respect. One possible 
source of Canadian—American difficulty was briefly noticed 
by two Canadian speakers, who suggested that if the United 
States adopted a policy of excluding immigrants from 
Canada this would occasion an increasing divergence 
between the two countries’ standards of living and pre- 
sumably a deterioration of the present friendly relations. 
In view of the apparently hardening sentiment on the 
subject in Congress, this question may conceivably become 
a serious one in the near future. 

Considerable discussion resulted from the suggestion of 
an American speaker that Canada ought to join the Pan- 
American Union, a suggestion which seemed acceptable to 
the American members generally. Canadians were less 
united on the issue. The anti-imperialist groups appeared 
in general to favour the idea, but a number of arguments 
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were advanced against it. One speaker suggested that the 
motive of the American desire to bring Canada into the 
Union was the idea that she would lend support to American 
policy, and went on to point out that if she did take this 
line she might impair her relations with Latin America, 
which now are satisfactory though relatively unimportant ; 
whereas if she chose to take an independent line, distinct 
from that of the United States, her relations with that 
country, which naturally are of paramount importance to 
her, might suffer. The same speaker hinted that the Union 
might seem more acceptable to Canada if Great Britain, 
France and Holland (all of which are American Powers) 
were included in it; while another, following the general 
Canadian line of argument already noted, thought that 
Canada would be readier to join if the United States showed 
itself prepared to take a more active rdle in world affairs 
generally. The discussion was rather inconclusive, though 
it left the impression that a majority of the Canadian repre- 
sentatives were not convinced that the Dominion would be 
well advised to adhere to the Union. One Canadian 


suggested, however, that it was time for his countrymen 
to give more careful consideration to this question, for 
if left in its present state it might some day prove 


“the entering wedge” for serious Canadian—American 
difficulties. 


II. BACK TO THE CONSTITUTION 


VER since the beginning of the world depression, 

increasing national attention has been given to the 
British North America Act, and in November 1937 a Royal 
Commission on Dominion—Provincial Relations was 
appointed to survey the constitutional situation after 
hearing evidence throughout the country. This Commis- 
sion, at the time of writing, has not yet reported; but the 
briefs presented to it by the provinces disclosed that pro- 
vincial agreement on constitutional changes is as far off as 
ever. The status quo received wide approval, especially 
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in Ontario and Quebec. Cutting across the constitutional 
problem in its domestic aspects came the international 
situation, and out of it arose the question of Canadian 
neutrality. In these circumstances, many minds have 
turned to the study of the actual terms of the British North 
America Act, including the legal issue of neutrality, and to 
a review of the opinions of the Judicial Committee of the 
Privy Council in the light of those terms. “ Back to the 
Constitution ” seems, to-day, to constitute some rallying- 
ground for public opinion. 

No detailed review will be made here of the judicial 
decisions on the Act; for comprehensiveness is out of the 
question and selection would be misleading. In addition, 
this work has recently been done in a first-class manner 
by Mr. W. F. O’Connor, K.C., parliamentary counsel to the 
Senate, in a report on the British North America Act * 
recently presented to that body. We aim to regard rather 
“the constitution itself and not what has been said about 
it”.t The proposed review may disclose in some degree 
that John A. Macdonald’s hope of avoiding “ all conflict 
of jurisdiction ” + was not the mere rhetoric of debate. 

The preliminaries to the enactment of the British North 
America Act are well known. The general intentions are 
clear: to give to the Dominion legislative power over 
national matters and to the provinces legislative power over 
local matters. The preamble to the Act says that “ the 
Provinces of Canada, Nova Scotia and New Brunswick have 
expressed their desire to be federally united”. This 
“* desire ” had been expressed in the London Conference 
Resolutions of 1866,§ where the whole scheme was 


* The King’s Printer, Ottawa, 1939. 

+ Per Frankfurter, J. in Graves e¢ al v. The People of N.Y., (1938) 
U.S., March 27, 1939. 

+ Confederation Debates (February 6, 1865) in Kennedy, Statuies, 
Treaties and Documents of the Canadian Constitution (Oxford, 1930), 


- 559. : 
§ The London Conference Resolutions are cited in Kennedy, op. 
cit., pp. G11 e¢ seq. 
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considered de novo by colonial delegates, and an agreement 
was reached to seek “‘ the sanction of the Imperial Parliament 
. .. for the union of the Provinces on the principles 
adopted by the Conference”. The governing principles 
laid down are abundantly clear : 


A general government charged with matters of common interest 
to the whole country and local governments for each of the 
Canadas and for the Provinces of Nova Scotia and New Bruns- 
wick charged with the control of local matters in their respective 
sections. 


The Resolutions were forwarded to the Colonial Secretary 
by Macdonald with a request for legislation based on their 
expressed terms. 

The Resolutions contained an enumeration of provincial 
subject-matters (Resolution 41), and these the draftsman, 
Lord Thring, turned into section 92 of the British North 
America Act. They became exclusive to the provinces, 
for the simple reason that the London Resolutions desired 
the provinces to have “‘ control of local matters”. Again, 
the London Resolutions (No. 28) assigned to the Dominion 
‘power to make laws for the peace, welfare and good 
government of the Confederation . .. and especially 
laws respecting the following subjects”. Here followed 
thirty-six enumerated subjects, of which the last read: 
* And generally respecting all matters of a general character, 
not specially and exclusively reserved for the local legisla- 
tures”. Now, it is a matter of historical record that 
section 92 of the Act was drafted first; and, as Lord Thring 
approached the drafting of section 91 (the federal legislative 
powers), all that he strictly needed to do was to state that 
the federal legislature had power to legislate on all matters 
not assigned exclusively to the provinces. This, in fact, he 
did, and the clause would have been sufficient to distribute 
the powers. Resolution No. 28, however, faced him, de- 
manding its expression in statutory form. He could not, 
and did not, include its enumerated heads in section 91 as 
further powers, because the Resolution had referred to them 
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as “‘ especially ” laws illustrative of the general residuary 
power given to the Dominion. In sections 92 and 91, 
therefore, which were amply and carefully founded on 
Resolutions 41 and 28 of the London Conference, 
provincial powers were enumerated and exclusive, while 
federal powers were the residuum, with #//ustrations. The 
whole range of legislative powers within the new Dominion 
was exhausted by the distribution. 
Section 91 runs as follows : 


It shall be lawful for the Queen by and with the advice and 
consent of the Senate and House of Commons to make Laws for 
the Peace, Order and Good Government of Canada in relation 
to all matters not coming within the classes of subjects by this 
Act assigned exclusively to the Legislatures of the Provinces, 
and for greater certainty, but not so as to restrict the generality 
of the foregoing Powers of this section, it is hereby declared 
that (notwithstanding anything in this Act) the exclusive legis- 
lative authority of the Parliament of Canada extends to all 
matters within the classes of subjects next hereinafter enumerated ; 
that is to say— 


(Here F sexu an enumeration of twenty-nine classes of subjects 
concluding with this unnumbered paragraph) : 


And any matter coming within any of the classes of subjects 
enumerated in this section shall not be deemed to come within 
the class of matters of a local or private nature comprised within 
the enumeration of the classes of subjects by this Act assigned 
exclusively to the Legislatures of the Provinces. 


This is to be read in conjunction with section 92. 


In each Province the legislature may exclusively make laws in 
relation to matters coming within the classes of subjects herein- 
after enumerated; that is to say— 


(Here follows an enumeration of sixteen classes of subjects of which 
the last is the following) : 


16. Generally all matters of a merely local or private nature in 
the Province. 


Neither to the Dominion nor to the provinces is given 
jurisdiction over any field of law; each is given authority 


« 


to make laws “in relation to” matters coming within 
certain spheres. The provincial powers are exclusive, 
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and they cover an enumeration of classes of matters. The 
Dominion powers are residuary, and residuary they remain. 
Certain enumerations follow, but in a declaratory clause, 
which is written “ for greater certainty ” (the “ especially ” 
of the London Resolutions, No. 28) and “ not so as to 
restrict the generality of the foregoing terms”. ‘The clause 
is not enacting—“ shall extend”; it is declaratory— 
“extends”. It neither adds to nor takes away from the 
residuary clause. Section 91 followed in an admirable 
manner not merely the general scheme of the London 
Conference but in particular Resolution No. 28. Dominion 
legislation will prevail if it is of a general nature; provincial 
legislation will prevail if it is merely of a local provincial 
nature. 

If any competent person cares to examine the cases for 
the first twenty years after the enactment of the constitution, 
he will see that the terms of the Act, as here analysed, not 
only prevailed but also provided a working scheme. To 
examine the subsequent cases would be here impossible; 
but it is more than clear that they turned the Act into 
something which its terms never intended. In effect, the 
Judicial Committee of the Privy Council has legislated for 
Canada. Illustrations from its decisions may be given: 


(i) It has separated the enumerations of section 91 from the 
overning enacting clause and has given them a place as separate, 

istinct and paramount grants, which they are not, turning them 
into the only normal legislative power of the Dominion. 

(ii) It has looked on the residue of power left with the 
Dominion as something apart from its enumerated examples, 
reading for “extend”, “shall extend”. It has spoken of a 
“general power” and “ particular powers” of the Dominion 
as though they were two separate things; and it has erected its 
conception of a “ general power ” into one which is valid only 
in a national emergency. 

(iii) Not satisfied with all this, it has so modified some of the 
enumerated examples of the Dominion’s power as to divest 
them of any authority. 

(iv) It has practically destroyed the doctrine of different 
aspects of any legislative subject-matter by forgetting that there is a 
aes as al as a provincial aspect of “ property and civil rights ”’. 
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(v) It took on, in 1896, in express words, a special guardian- 
ship of the provinces and, in becoming a guardian, it ceased to 
be judicial.* 

The terms of the Act, in their plain meaning, are not 
supremely difficult of application; and the complexities 
which to-day flow from our constitution, to the detriment 
of our national life, do not flow from the terms of the Act, 
but from the interpretation of them, which cannot be 
justified on any reasonable grounds. It is clear that the 
“ Fathers of Federation ”, working with Lord Thring, gave 
to Canada an instrument of government flexible in its 
terms and capable of becoming an admirable basis for the 
growth of a nation—a federal nation. In its terms there is 
clear scope for national life and for provincial life. It would 
indeed seem that if both are to progress we must go “ back 
to the constitution ” and give its terms a chance to work 
once more as they did in the early days. It is surely not too 
much to try to do. This, of course, raises the whole 
question of appeals to the Judicial Committee of the Privy 
Council. 

The Statute of Westminster declared that the Parliament 
of Canada had full power to make laws having extra- 
territorial operation and abolished the doctrine of repug- 
nancy under the Colonial Laws Validity Act. Under the 
Statute of Westminster, the power of the Parliament of 
Canada to abolish all appeals to the Judicial Committee in 
criminal cases was upheld in British Coal Corporation v. 
The King.t The failure of the Judicial Committee to 
uphold the social legislation of Mr. R. B. Bennett’s Govern- 
ment, commonly known as “ the New Deal ”’, gave rise to 


* For an extraordinary attempt to guard the provinces as against 
the federal taxing-power, see Lord Atkin in A.G. for Canada v. A.G. 
for Ontario, (1937) A.C. 355, at & . 366-7. So strange are Lord 


Atkin’s words that Mr. C. H. an suggested in the House of 
Commons (April 1939) that the Governor-General in Council should 
seek from the Supreme Court an opinion as to whether the Canadian 
Parliament could legally appropriate money for provincial subject- 
matters. 


t (1935) A.C. 500. 
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wide discussion, and the whole matter of appeals took ona 
sense of reality for which there was no previous parallel in 
Canadian history. Public opinion is far from being 
crystallised. On the one hand, there continues the old 
doctrinaire argument, built on little exact knowledge and 
informed largely by sentiment, that legislative power 
without Canadian judicial finality is a relic of colonialism. 
On the other hand, the legal profession, in so far as it has 
expressed itself corporately through Bar Associations and 
the like, continues to talk of “‘ bonds of Empire ”’, of “ the 
footsteps of the Throne”, of “ keeping the law in step ”— 
an approach equally sentimental if less justifiable. There 
is, however, a great body of sensible and well-informed 
middle opinion which would link the whole question with 
the movement “ back to the constitution ”, seeking change 
in the hope that the British North America Act might be 
applied to Canadian life in its own terms by a Canadian 
judiciary. This body of opinion is practical, and its leaders 
refrain from emotional argument, meeting each point as far 
as possible on grounds of facts. Thus, it is becoming 
clearer that appeals to the Judicial Committee are not a bond 
of Empire, are not going to the footsteps of the Throne, and 
that the Judicial Committee does not necessarily keep the 
law “in step”. Much more difficult to meet is the 
opinion that the Judicial Committee possesses, of necessity, 
an objectivity which does not and cannot exist in Canada. 
That opinion might be met on many grounds, of which the 
most important would be that we need the very subjectivity 
of Canadian judges; for the merest tyro in jurisprudence 
knows the importance of this in the whole judicial process. 
However all this may be, public opinion is in practice far 
more favourable to the total abolition of appeals to the 
Judicial Committee than it was in 1934 when the matter was 
reviewed in THE RouND TaBLE.* That article, however, 
suggested that serious difficulties might arise; for it was 


* No. 96, September 1934, pp. 808 ef seq. 
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then far from clear whether all appeals from both federal and 
provincial courts could be abolished without Dominion— 
provincial agreement. Since 1934, much study has been 
given to the issues at stake. 

In 1938, Mr. C. H. Cahan introduced a Bill dealing with 
appeals and it received the approval of Mr. E. Lapointe, 
Minister of Justice. During the debates on Mr. Cahan’s 
Bill, Mr. Lapointe suggested that the Bill be held over for 
further study and he introduced for the first time in public 
anew point of view. He maintained that the Parliament of 
Canada had power to abolish all appeals in all matters from 
any court—federal or provincial—to the Judicial Committee. 
He pointed out that under section 92 of the British North 
America Act the provincial powers in relation to courts, 
the administration of justice and procedure apply only 
“within the province ”, and that, as they cannot include 
a power to abolish appeals to the Supreme Court of Canada,* 
which is outside the province, so, @ fortiori, they cannot 
include power to abolish appeals to the Judicial Committee. 
Such power must lie with the Dominion under its residue of 
power and under section 101 of the British North America 
Act, where power is granted to the Parliament of Canada to 
establish “a general court of appeal for Canada”, On 
Mr. Lapointe’s advice, Mr. Cahan withdrew his Bill. 
Mr. Lapointe added that in the next session facilities would 
be given if necessary for discussion. Mr. Cahan’s Bill was 
reintroduced and passed its first reading in January 1939. 

A revised version came up for discussion, with the full 
sympathy of the Minister of Justice, on April 14, 1939, in 
the following form : 


1. Section fifty-four of the Supreme Court Act . . . is repealed 
and the following substituted therefor— 


“54. (1) The Supreme Court shall have hold and exercise 
exclusive ultimate appellate civil and criminal jurisdiction 
within and for Canada; and the judgment of the Court 
shall, in all cases, be final and conclusive.” 


* Crown Grain Company v. Day, (1908) A.C. 504. 
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2. Notwithstanding any royal prerogative or anything con- 
tained in any Act of the Parliament of the United Kingdom or 
any Act of the Parliament of Canada or any Act of the legislature 
of any province of Canada or any other statute or law, no appeal 
shall lie or be brought from any Court now or hereafter estab- 
lished within Canada to any court of appeal tribunal or authority 
by which, in the United Kingdom, appeals or petitions to His 
Majesty in Council may be ordered to be heard. 


3. The Judicial Committee Act, 1833, chapter forty-one of 
the statutes of the United Kingdom of Great Britain and Ireland, 
1833, and the Judicial Committee Act, 1844, chapter sixty-nine 
of the statutes of the United Kingdom of Great Britain and 
Ireland, 1844, and all orders rules or regulations made under 
the said Acts are hereby repealed in so far as the same are part 
of the law of Canada. 


The explanatory notes attached to the Bill pointed out that 
it was based on sections 91 and r1o1 of the British North 
America Act, 1867, and on the provisions of the Statute of 
Westminster. 

Mr. Cahan, in moving the second reading, asked that the 
Bill be referred to the Supreme Court of Canada for the 
purpose of ascertaining the powers and jurisdiction of 
Parliament to enact the proposed legislation. Mr. Lapointe 
approved the terms of the Bill and the authorities on which 
it was based. He thought it wiser, however, to adjourn 
the debate, since he accepted Mr. Cahan’s proposal for 
reference to the Supreme Court. There the matter lies. 
There can be no doubt about the wisdom of the whole pro- 
cedure. Both Mr. Cahan and Mr. Lapointe spoke with 
great authority and marked restraint. The former laid 
down a political principle which commands the widest 
respect : freedom to control all our life is the only guarantee 
of ready acceptance of duties and responsibilities in the 
British Commonwealth. He raised, too, an important 
implication. He called for effective measures “to change, 
increase and strengthen” the personnel of the Supreme 
Court, in order that, with the prospect of becoming the 
ultimate and final court, it ‘‘ may have and enjoy the full 
confidence of the Canadian people”. If Mr. Cahan’s 
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Bill becomes law, real force will be given to the demands, 
put forward over many years, for a large increase in judicial 
salaries. And it is to be hoped, when Canadian legal 
education receives its much-needed improvement, that the 
bar will contain more and more men to whom judicial 
office will mean the crown of professional accomplishment. 

It is necessary to add something further. If ever the Bill 
becomes law, it will be largely futile as long as the opinions 
already given by the Judicial Committee on the British 
North America Act are of authority. The Supreme 
Court of Canada is bound by these decisions. If we are to 
go back to the terms of the British North America Act, we 
must go back to them shorn of the misinterpretations that 
have been placed on them, in order that the Supreme Court 
may be able to build up de novo a Canadian jurisprudence on 
the terms of the Act. How this can be done is at present 
problematical; but a proposal by Mr. O’Connor at present 
holds the field as a basis for discussion. He suggests 
the causing of an enactment by the Imperial Parliament of a 
British North America Act Interpretation Act, which should 
declare, saving the effect of all things already decided and done, 
that the true intent of the British North America Act, 1867, is 
and always has been, etc., etc. 'y per a formula to be stated in 
the words of one or more of the decisions of the Judicial 


Committee rendered before . . . 1896) and that thenceforth the 
Act should be interpreted and construed accordingly. 


It looks as though his suggestion will lead to parliamentary 
debate. 

In turning to discuss the question of Canadian neutrality, 
we are concerned in this article only with a legal question 
and not at all with policy. It is a political issue, whether 
the law ought to be what it apparently is. Nor are we 
concerned with the practical implications of the law if 
Canada, while perhaps legally at war, did not wish to take 
any active part in it. It may indeed be true, as General 
Smuts once said, that discussions over neutrality are largely 
idle in the light of the fact that the march of mighty events 


will undoubtedly govern the issues. On the other hand 
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the law in Canada must be faced, not simply because it must 

govern the legal situation, but because any proposals to 

change or clarify the legal situation must proceed from the 

law as itis. Once again we go “ back to the constitution ”. 
Under the Royal Parliamentary Titles Act, the King’s 

title was proclaimed on May 13, 1927, as 

George (V), by the Grace of God, of Great Britain, Ireland, and 


the British Dominions beyond the Seas, King, Defender of the 
Faith, Emperor of India. 


The Latin form was also included in the Proclamation : 


Georgius (V) Dei Gratia Magnae Britanniae, Hiberniae et terrarum 
transmarinarum quae in ditione sunt Britannica Rex, Fidei Defensor, 
Indiae Imperator. 

Now the term “ British Dominions beyond the Seas ” is 
of Canadian origin, having been suggested by the Canadian 
Cabinet on February 9, 1901.* It is apparent that it is of 
geographical significance only, and that it does not refer to 
“ the Dominions ” as defined in the Statute of Westminster. 
In other words, the term does not mean that there is a 
“ Kingdom of Canada”, created by implication under the 
proclamation flowing from the Royal Titles Act. That 
it was not intended to do so is apparent from the Latin 
version, where the words “‘ in ditione”? disclose a concept 
quite out of keeping with the status of Canada as a separate 
kingdom. 

In turning once more to the British North America Act, 
we find that Canada is a “‘ Dominion under the Crown of 
the United Kingdom”. Executive authority is “ vested 
in the Queen ”, and, where the provisions of the Act refer to 
“the Queen”, “they extend also to the heirs and suc- 
cessors of Her Majesty, Kings and Queens of the United 
Kingdom”. In the light of this fundamental position, 
which is specifically protected from any legislative action 
in Canada by the Statute of Westminster, it would seem that, 
notwithstanding Canadian legislation in connection with 


* See Kennedy, Constitution of Canada (Oxford, 1938), pp. 518 
et seq. 
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Edward VIII’s abdication, His Majesty’s Declaration of 
Abdication Act, 1936, of the Parliament of the United 
Kingdom, became in law automatically operative in 
Canada. However that may be, there is no evidence either 
in that Act or in the succeeding Canadian Statute assenting 
to it that either Parliament contemplated a “‘ Kingdom of 
Canada ” or that George VI succeeded to a Canadian crown 
as “‘ King of Canada” in any sense in which those terms 
would have a legal meaning. In other words, the royal 
title, the British North America Act (which Canada cannot 
change) and the Abdication Acts disclose that the Crown 
is one and indivisible as far as Canada is concerned. We 
have not, for Canada, a personal union such as existed 
between England and Hanover before the accession of 
Queen Victoria. 

Finally, George VI was not crowned as “ King of 
Canada”. A new coronation oath was provided to take 
the place of that in the statute of William and Mary, under 
which the King swore “to govern the people of this 
United Kingdom of Great Britain and Ireland, and the 
Dominions thereto belonging, according to the Statutes 
in Parliament agreed on and the respective laws and customs 
of the same”. The new coronation oath—concerning 
which the Canadian Government was consulted, concurring 


in the changes—itself of doubtful legal authority, is in the 
following terms : 


Will you solemnly promise and swear to Rig the people of 


Great Britain, Ireland, Canada, Australia, New Zealand, and the 
Union of South Africa, of your possessions and the other terri- 
tories to any of them belonging or pertaining, and of your 
Empire of India, according to their respective laws and customs ? 
I solemnly promise so to do. 


There is nothing whatever in this oath to constitute 
George VI “ King of Canada” with any legal implication 
that the Crown has ceased to be one. Indeed, the Prime 
Minister of Canada was careful to point out that the 


coronation service contained no reference to the King’s 
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title and that it had not been changed in any way by the 
coronation ceremony.* George VI is “ King of Canada ” 
in the colloquial sense that he is King of all his dominions— 
of each parish and township therein. He is not “ King of 
Canada” in the sense that he wears or was crowned with 
a separate Canadian crown; and the term, if used at all, is 
purely informal and has no legal meaning. No coronation 
ceremony, apart from statute, could change for Canada the 
legal indivisibility of the Crown as laid down in the British 
North America Act. 

Such would appear to be the legal situation, and it is of 
pretty general acceptance. Could Canada change it by 
statute? There is a school of thought which believes that 
the effect of a declaration of war by the Crown could be 
nullified by Canadian legislation, on the lines perhaps of the 
Status of the Union Act in South Africa. Without 
discussing that Act, it would appear that such Canadian 
legislation would undoubtedly imply a change in the British 
North America Act, the terms of which govern the legal 
situation. When, however, we come to that point the 
atmosphere thickens. It would be very difficult indeed to 
secure such a change—certainly at present, with the central 
provinces more than ever on guard over the British North 
America Act, and with domestic issues and opinions 
cutting deeply across the constitutional side of imperial and 
international affairs. General Smuts, on this subject, 
would seem to have had the last word. 

Canada, 


July 1939. 


* 212 Canada: Commons Debates, 1442, 1443. 
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I. ForTUNES OF THE NEw GOVERNMENT 


OT for nearly twenty-five years has the Common- 

wealth been governed by a minority party in the 
House of Representatives. In Alfred Deakin’s phrase, 
there are again “ three elevens in the field”. The Country 
party maintained its threatened refusal to enter a coalition 
led by Mr. Menzies, and thus dissolved the combination 
that has been in office (with the exception of two years, 
early in the great economic depression) ever since the 
resignation of Mr. W. M. Hughes in 1922. The new 
Government, which was sworn in on April 26, was there- 
fore drawn exclusively from the United Australia party. 
The Prime Minister himself took over the Treasury; the 
former Treasurer, Mr. R. G. Casey, was assigned to a new 
Ministry of Supply and Development; the portfolios of the 
Attorney-General and of Defence remained in the hands 
respectively of the veteran Mr. W. M. Hughes and of Mr. 
G. A. Street. Sir Henry Gullett, who in former 
Administrations had been Minister for Customs and 
Minister in charge of Trade Treaties, became Minister for 
External Affairs. It is expected, however, that the Prime 
Minister will take a very active personal part in the formula- 
tion of external policy—a sphere in which he is himself 
keenly interested. 

Mr. Menzies, himself not yet forty-five, has chosen a 
young team, even for an Australian Administration, and has 
shown both originality and discrimination in his creation of 
portfolios and allocation of duties. Drawn mainly from 
New South Wales and Victoria, the Ministry nevertheless 


contains representatives from all states except Tasmania—a 
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matter of some importance in a federal country with an area 
as large as that of Europe. 

The new Prime Minister announced a programme of 
energetic progress with the work of national preparedness, 
not only on the military but also on the civil side. He 
entered office with high hopes, too, of doing something to 
improve the deliberative work of the House. His first 
parliamentary session, however, must have been both 
harassing and disappointing for him. There can be no 
more searching test of the courage and temper of a political 
leader than the position of a Government that depends for 
its majority upon support from a third party on the cross- 
benches. Under weak leadership, a condition of more or 
less stable impotence soon supervenes—as more than one 
Australian state in recent years has found to its cost. With 
bold and patient direction, on the other hand, much can be 
accomplished, as Deakin showed early in the history of the 
Commonwealth. The Government has emerged from its 
first session, though rather battered and perhaps uncom- 
fortable after swallowing a few unwelcome draughts, with 
some credit and with its major legislation safely on the 
statute-book. 

The Labour Opposition, of course, has taken advantage 
of the parliamentary situation to the full, and has hampered 
the Government’s measures with great thoroughness. 
But that, after all, is the duty of a parliamentary Opposition. 
Even in these times, to regard opposition to the Govern- 
ment in office as disloyalty to the country is dangerous to 
freedom. The Country party gave its promised dis- 
criminating and critical support to the Government, 
although its leader has played rather an inglorious part; 
the session both began and ended with a bitter personal 
attack by Sir Earle Page upon Mr. Menzies, to which the 
latter replied with dignity and restraint. By agreeing 
to the imposition of the “ guillotine”, the Country party 
enabled the Government to overcome the stonewalling 
tactics of the Opposition. The Country party is said to 
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be an unhappy family and to be restive under its present 
leadership. 

Much interest attached to the way in which the Prime 
Minister would deal with the national insurance scheme, his 
continued support of which had caused his resignation from 
the Lyons Government.* By the time of his election to 
leadership of his party, the measure that had been placed on 
the statute-book last year appeared not to have the support 
of any one of the political parties. The Labour party 
condemned it, mainly because it was based throughout on 
the contributory principle and because it made no provision 
for unemployment insurance. The Country party con- 
demned it because it applied only to employees and ex- 
cluded the whole small-farmer class. The United 
Australia party was hopelessly divided in opinion, but the 
majority feared the cost—added to that of the defence 
programme—even of putting into operation the existing 
Act. That Act, however, had previously been pro- 
claimed to come into operation on September 4, 1939. 
Although the country clearly wanted a national insurance 
system, nobody could be sure what national insurance 
system it did want. 

This is the kind of confusion that in ordinary circum- 
stances a general election may dispel. But none of the 
parties wanted an immediate election, and in any case the 
Government could find no basis upon which its own sup- 
porters would agree. Compromise and delay thus became 
inevitable. Mr. Menzies did indeed choose for the new 
portfolio of Social Services Sir Frederick Stewart, a man of 
independent spirit whose advocacy of a comprehensive 
scheme of national insurance had been vigorous, and who 
pledged himself on assuming office to get an effective 
system into operation. In order to deal with the immediate 
situation, however, the Government proposed, first, to 

* Earlier stages of the national insurance scheme were discussed in 


Tue Rounp Taste, No. 112, September 1938, pp. 834-7; No. 114, 
March 1939, p. 423; No. 115, June 1939, pp. 624-5. 
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annul by statute the proclamation bringing the Act into 
operation in September next, thus leaving intact the 
administrative structure already created; and secondly 
to entrust to a joint select committee the task of making 
recommendations before September 30 on the whole 
subject of national insurance, including unemployment 
insurance. This proposal involved the Prime Minister in 
some inconsistency with his earlier declarations on the 
subject, a point upon which he was taunted by Sir Earle 
Page. But it is not easy to see what alternative course was 
practicable, in the existing state of opinion. In the event, 
the Government’s Bill to annul the proclamation was 
passed, but the proposal for reference to a select committee 
was defeated, the Country party voting with the Opposition. 
The Government was thus left to formulate by its own 
methods its policy regarding national insurance. The one 
clear thing in the situation is that the scheme in its present 
form is dead. There has been some criticism of the fact 
that the cost to the country has already been of the order of 
£150,000, but that is not the most serious element in a 
rather sorry story. No doubt it was a bold venture to 
introduce in such times as these a comprehensive 
measure of national insurance. On the other hand, it is 
precisely in times like these that a democracy needs to be 
most resolute in promoting social justice. 


II. Pusitic FINANCE 


HE Australian Loan Council, at a recent meeting, was 

faced with real difficulties in arranging a loan pro- 
gramme for the ensuing financial year that would provide 
for the expanding needs of defence, for necessary develop- 
mental and unemployment relief works by the states, for 
budget deficits, and for the requirements of semi-govern- 
mental bodies such as public utilities, while remaining 


nevertheless within the capacity of a rather embarrassed 
money market. 
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The programmes originally put forward by the seven 
Governments totalled £55 million, of which the Common- 
wealth’s share was £16 million. ‘This was quite beyond the 
capacity of the market, under the difficult conditions of low 
export prices and rising costs. It was therefore agreed that 
the total borrowings for the states and their semi-govern- 
mental authorities should, with certain adjustments, be 
approximately the same as for 1938-39. The following 
programme was ultimately agreed upon, figures for 1938-39 
being given for purposes of comparison. 

1938-39 1939-40 
Commonwealth (works) . 2°00 4:00 
States ; : , . 16°62 18°55 


Defence . ; ’ ‘ 4°00 10°00 
Semi-governmental . ; 8+5 8°55 


Total ; ; . pete 41°10 


It was recognised that a total programme even of {£41 
million could not be raised without some assistance from the 
Commonwealth Bank, acting in its capacity as a central 
bank. The Bank has shown its readiness to assist the 
market over its present difficulties, and it will be fortified in 
this policy by the decision of the Loan Council to exercise a 
stricter control over semi-governmental borrowing. 

On this point the Council passed an important resolution 
affecting both semi-governmental borrowing and the 
practice that had developed in some states of guaranteeing 
other loans, such as sums raised by building societies. The 
resolution was as follows : 

Each government represented at the Loan Council agrees that 
in future it will not, without the prior approval of the Loan 
Council, guarantee any loan raised, or to be raised, by any 
semi-governmental authority; and that it will, from time to 
time, furnish to the cag eg of the Loan Council particulars of 


all guarantees given by it to bodies other than semi-governmental 
authorities. 


This resolution is evidence of timely co-operation in an 
important matter. The Financial Agreement is limited in 
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terms to borrowings by the Governments of the Common- 
wealth and the states. Borrowing by state statutory bodies, 
technically independent of the state itself, could easily 
develop to such an extent as to revive the abuses of un- 
regulated competitive borrowing which the Financial 
Agreement was designed to cure. 


Ill. Exrernat Po.uicy 


HE Prime Minister has frequently expressed the wish 

that the Commonwealth Parliament should devote 
more time to the discussion of external affairs. In pur- 
suance both of this policy and of his desire to extend the 
deliberative functions of the House, Mr. Menzies arranged 
to give a whole day to the subject. Members expressed 
their satisfaction at having such an opportunity, but the 
opening speeches both for the Government and for the 
Opposition followed very general lines. 

Sir Henry Gullett, in opening the debate, announced the 
Government’s unequivocal support of present British 
policy, and stated that if in pursuance of that policy Great 
Britain is at any moment plunged into war “ this Govern- 
ment will, on behalf of the Australian people, make common 
cause with the Mother Country in that war”. The Prime 
Minister has since repeated that undertaking in almost 
identical words. It represents the deliberate general 
judgment of the Australian people, not merely as a matter of 
sentimental or historical loyalty, but as a matter of direct 
national interest. In a broadcast to the nation on his 
accession to office, the Prime Minister said : 

The peace of Great Britain is precious to us, because her peace 
is ours; if she is at war, we are at war, even though that war 
finds us not in European battlefields, but defending our own 
shores. Let me be clear on this: I cannot have a defence of 
Australia which depends upon British sea power as its first 
element, I cannot envisage a vital foreign trade on sea routes 
kept free by British sea power, and at the same time refuse to 


Britain Australian co-operation at a time of common danger. The 
British countries of the world must stand or fall together. 
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The Government’s statements have been more specific than 
anything that was said here officially in September 1938. 
On this point Australia appears to be far more united at 
present than she has been at any time in recent years. 

On the other hand, Sir Henry Gullett was at pains to 
point out, with the concurrence of the Prime Minister, that 
Australian support of present British policy should not be 
taken to mean that “in any and every set of circumstances 
the foreign policy of a government of the United Kingdom, 
if it led to war, should or would automatically commit 
Australia to participation in that war”. The Leader of the 
Opposition concurred heartily in this proposition. While 
emphasising the Labour party’s determination that 
Australia should remain inseparably a member of the 
British Commonwealth of Nations, Mr. Curtin said that 
“* whatever be our obligation as a constituent member of the 
British Commonwealth, that obligation is one for us to 
measure and for this Government and this Parliament to 
determine, because our membership of that Common- 
wealth does not automatically commit Australia to participa- 
tion in war”. In all this, of course, there is nothing new or 
unorthodox. Strictly understood, it is only the familiar 
doctrine that no part of the Commonwealth can impose 
active political or military obligations on another part 
without its own assent. But everybody knows that the 
phrases are very easy to misunderstand, and are in fact 
frequently misunderstood. 

No substantial section of Australian political opinion 
contends to-day for the right of a Dominion to remain 
technically neutral in a war in which Great Britain is in- 
volved. Mr. Curtin did indeed claim it during the Abys- 
sinian affair, but he and his party have moved a long way 
since then, and in the recent debate the idea was explicitly 
scouted by Mr. Blackburn, one of Mr. Curtin’s ablest 
followers. But between technical neutrality—with its 
right, for instance, to trade with both belligerents—and 
** all-in ” belligerency there is a very wide gap, which it is 

858 





EXTERNAL POLICY 


the merit, or perhaps the danger, of the Imperial Conference 
orthodoxy to conceal. The Government says, “ it is for us 
to determine whether or not we shall participate”, but 
contemplates throughout that Australia’s participation will 
in fact be complete. Labour, much more critical of 
British policy, says likewise, ‘‘it is for us to determine 
whether or not we shall participate”, but envisages the 
possibility, in some contingencies, of merely passive 
belligerency. Isolationist sentiment is still a strong element 
in Labour opinion. Some of the United Kingdom dele- 
gates at the British Commonwealth Relations conference 
last year urged that this kind of ambiguity should be cleared 
up, and that if there are to be any commitments for mutual 
defence in the Commonwealth they should be explicit and 
reciprocal. The Government’s declaration is a specific 
undertaking in this sense, though of course limited to the 
present situation. 

The Government has also emphasised the fact that while 
Australia, as a member of the British Commonwealth, has a 
real interest in European affairs, her sphere of primary 
interest and risk, as a principal, lies in the Pacific. The 
recent decision to establish legations of our own, beginning 
with the United States and Japan, lays stress on this point. 
So does the increased press attention of late to develop- 
ments in United States policy. Speaking generally, the 
Australian people are becoming more aware of the vital 
importance for their own future of closer and more sym- 
pathetic relations with the United States. 

There is reason to believe that the Government’s 
emphasis on Australia’s interests in the Pacific has found 
expression recently in the advice tendered or representations 
made by Canberra to Westminster. To keep such repre- 
sentations secret is one of the most strictly observed 
conventions of the Department of External Affairs. The 
usual answer to questions in the House is that the Govern- 
ment is in continuous consultation with the Government of 
the United Kingdom, that it concurs in the steps being taken 

859 





AUSTRALIA 


by that Government, and that to make any further statement 
would be inadvisable. Of late, however, it has been made 
clear that the Australian attitude towards the Anglo- 
Russian negotiations has been largely influenced by fear of 
the possible repercussions on Japan. The Prime Minister 
told the House that in regard to the negotiations between 
Great Britain and the U.S.S.R. the Australian Government, 
““ while properly emphasising its special interests in the 
Pacific, had said nothing that would in any way prejudice a 
better understanding or arrangement with Russia”. Ina 
fuller statement just before the House adjourned in mid- 
June, the Minister for External Affairs said : 


The Commonwealth Government has expressed its support of 
the efforts of the United Kingdom Government to secure 
Russian participation on the most effective terms possible, and 
this support extends to the conclusion of a direct defensive 
agreement. . . . It is not intended that such an agreement shall 
have any application outside Europe, and in all the circumstances 
the Commonwealth Government is satisfied that it would not 
prejudice the interests of Japan. 


This apparent solicitude for Japanese interests should not 
be taken as betokening want of sympathy for China in the 
aggression to which she has been subjected, or absence of 
concern at the pressure of Japan upon foreign commercial 
interests in the treaty ports. On the contrary, Australia 
had looked to find in China, as well as in Japan, an expand- 
ing market to counteract the effects of “‘autarky” in 
Europe. The over-riding consideration, however, is that, 
although the Australian public is not accustomed to any- 
thing much in the way of frank discussions of the inter- 
national risks to which it is subject, most people, if they sat 
down to think about it, would regard something in the way 
of a “diversion move” by Japan against Australia as a 
likely concomitant of an outbreak of war in Europe. 


Australia, 
July 1939. 
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I. PoxrricAL CHRONICLE 


HE parliamentary session, which had opened on 
February 3, came to an end on June 16. It did not 
produce much constructive legislation. General Smuts 
was responsible for putting through an important measure 
to amend the Companies Act. The code of social legislation 
was extended by the enactment of a Shops and Offices Bill. 
The process of “rationalising” the marketing of agri- 
cultural products was taken a stage further with a new 
Co-operative Societies Act. No other measure, however, 
passed into law that could be described as at once con- 
structive and important. A more impressive output in 
the first normal session of the new Parliament might well 
have been expected from a Government in so strong a 
parliamentary position as the United party Government 
enjoys. It was hampered, however, by the very fact that 
this was the first normal session of a new Parliament, since 
the tendency to loquacity of a large number of new members 
undoubtedly lengthened the proceedings. Moreover it was 
unfortunate in having to devote a good deal of time to the 
passing of certain Bills, important in view of the abnormal 
nature of the present times, but, one would hope, only 
temporarily necessary. One of these Bills provided for 
the registration of aliens, another for the amalgamation 
of the police force of South-West Africa with the South 
African police, the real object being to legalise the despatch 
of police reinforcements from the Union to its mandated 

territory. 
This action, it appears, was taken as a result of intelligence 
received from an oversea source that there was danger of a 
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Putsch in South-West Africa. It undoubtedly had a 
tranquillising effect. But the enabling legislation was 
vigorously contested by the Nationalist Opposition in 
Parliament, and helped to confirm it in its policy of 
neutrality for South Africa at all costs and in all circum- 
stances. For perfectly understandable reasons, there is a 
considerable body of South Africans—ex-Republicans of 
the Anglo-Boer war and their sympathisers—to whom the 
idea of South Africa’s being engaged in war on the same side 
as Great Britain is sentimentally repugnant. That repug- 
nance asserted itself in the rebellion of 1914. The feelings 
of those days are not yet dead. The Nationalists believe 
it to be to their political advantage to stimulate them. The 
neutrality-in-any-circumstances cry is really a demon- 
stration against South Africa’s being involved again in a 
“ British ” war. The Police (South-West Africa) Bill was 
fought in the House as constituting a step in the direction 
of South Africa’s embroilment in an Anglo-German war. 
The occasion, however, extracted a clear definition of the 
Nationalist position in regard to South-West Africa. The 
definition amounts to this, that it is desirable that South- 
West Africa should be an integral part of the Union, but 
only as a result of negotiation with Germany. If war is 
necessary to retain it, the Union must not fight. 

It was doubtless this assumption of position by the 
Nationalists which induced Mr. Pirow, the Minister of 
Defence, shortly after Parliament rose, again to set forth his 
views on the question of Germany’s colonial aspirations in 
relation to Africa. He holds that neither South-West 
Africa nor Tanganyika should go back to Germany; that 
South-West Africa, indeed, must be regarded for purposes 
of the Defence Act as part of the Union; but that the 
necessity of ‘“‘ compensating” Germany must be faced. 
These views have repeatedly been stated by Mr. Pirow as 
his personal opinion. ‘They have never been endorsed as a 
statement of Government policy, and there is a large and 
gtowing number of Government supporters who are 
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strongly opposed to any suggestion of “‘ compensation ” 
that would involve the return of Germany—at least of Nazi 
Germany—to any part of the African continent. 

On the broader question of South Africa’s participation 
in war, no statement of Government policy has taken the 
matter beyond the Prime Minister’s March declaration.* 
Many of the Government’s supporters, especially those of 
British stock, would have welcomed a clearer statement; 
but on the whole they are inclined to believe that on “ the 
day ’’, if it comes, the Government can be trusted “to do the 
right thing ”. 

Apart from the neutrality issue the main weapons in the 
Nationalist armoury are still anti-Semitism and colour- 
prejudice. ‘To what was said about the general aspects of 
these matters in the last issue of THE RounD TABLE f 
little need be added, save to record that towards the end of 
the session the monster petition in favour of Coloured 
segregation, which had been very carefully organised by the 
Nationalists, was presented to Parliament with close on a 
quarter-of-a-million signatures. It is necessary to em- 
phasise, however, that the Government’s tendency to 
counter the appeal to colour-prejudice by making con- 
cessions to it still continues. Of this the enactment of the 
Asiatics (Transvaal Land and Trading) Bill provides 
striking evidence. 

The background and details of the Bill are described in a 
later section of this article. In essence it aimed at pegging 
down the existing position in regard to Asiatic occupation 
and trading in the Transvaal pending the consideration of 
comprehensive legislation. ‘To that end the enactment of 
the so-called Feetham resolutions,{ which is necessary to 
put the law in this respect on a reasonable basis, and which 
has already been postponed several times, has been delayed 


* See THE Rounp Taste, No. 115, June 1939, p. 637. 
t No. 115, June 1939, pp. 636, 642 e¢ seq. 


t See THe Rounp Taste, No. 1o1, December 1935, pp. 184-95, 
and p. 867 below. 
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forafurther period. ‘To that end also, save with the consent 
of the Minister, any extension of Asiatic occupation and 
trading anywhere in the Transvaal is prohibited for a period 
of two years. ‘This means that an Asiatic will be debarred 
from obtaining a new licence to trade simply because he is an 
Asiatic. 

It is to this latter provision, though admittedly it is only 
of a temporary nature, that the strongest exception has been 
taken. Two Government supporters, Mr. Hofmeyr and 
Mr. Blackwell, who were among the keenest critics, have 
since felt compelled to resign from the party caucus. On 
no occasion, however, could the opponents of the Bill 
muster more than eleven votes. Since Parliament was 
called upon to enact this legislation without the submission 
of any evidence to prove the existence of an evil of increased 
Asiatic penetration, and quite obviously as a sop to re- 
actionary colour-prejudice, the objections to it must 
nevertheless be acknowledged to be well founded. 

Towards the end of the parliamentary session the Duke 
of Devonshire, Parliamentary Under-Secretary to the 
Dominions Office, arrived in Capetown, and after a few days 
started on an extensive tour of the Union and the Protec- 
torates. His visit has been described as purely of a private 
holiday nature. ‘There has been much speculation, how- 
ever, as to the possibility of its having some motive of an 
official character. One suggestion is that the visit was not 
unconnected with the difficulties that have arisen between 
the Governments of the Union and of India, in which of 
course Whitehall cannot disinterest itself. Another is 
that the Duke was sent to glean by personal observation 
what the Union’s attitude would really be in the event of a 
European war. A more probable view—if an official reason 
for the visit must be found—is that in some way it was 
conceived as a preparatory step to the transfer—at least 
partial—of the administration of the Protectorates. 

Of the imminence of such a transfer there is no real 


evidence. There are, however, those who would connect it 
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with the possibility of the Prime Minister’s retirement in 
the near future. General Hertzog has recently celebrated 
his 73rd birthday; he has also completed fifteen continuous 
years in the highest office in the Union, receiving con- 
gratulations from all over the Commonwealth on that 
occasion. It is natural that the question of his retirement 
should be mooted, but it is regarded as unlikely that he 
would be willing to go unless some positive step had first 
been taken towards the realisation of his long-cherished 
dream for the incorporation of the Protectorates in 
the Union. 

Nevertheless, it is likely that a far more potent considera- 
tion in holdirig General Hertzog back from retirement is the 
question of his successor. Relations between him and the 
Deputy Prime Minister have been far from happy of late. 
General Smuts has had to suffer one rebuff after another, 
and there is reason to believe that he has continued in 
office only because of his belief in the need to maintain the 
solidarity of the United party and its Government in face of 
the danger of war. In any case, it seems that General 
Hertzog would be unwilling to hand over the reins of office 
to General Smuts. It seems also that he has marked down 
Mr. Havenga, the Minister of Finance, as his successor, 
and it is unlikely that he will retire until he can be assured 
that this desire of his will be fulfilled. 

Meantime there are those who see in the Prime Minister, 
as one of the signs of increasing age, a leaning towards 
dictatorial methods. There have been threats of legisla- 
tion to control the press, the political activities of teachers, 
and the conduct of public meetings, and of a restrictive 
reform in parliamentary procedure. Moreover there is an 
increasing tendency to regiment the United party along 
lines that do not harmonise with liberal principles. These 
things are undoubtedly causing much uneasiness in the 
country, though for the present mainly among the more 
intellectual section of the community. The fear is growing 
that freedom of thought, of expression, and of association 

865 





SOUTH AFRICA 


may be endangered; that South Africa may be forced to 
follow in the wake of the authoritarian States in having 
imposed upon it what General Smuts once described as 
a setvile, standardised, mass-mentality. Seeds are being 
sown that may germinate in the formation of a Liberal or 
Democratic party, which would draw off certain elements 
from the present United party and at least weaken the 
Dominion party. It is doubtful, however, whether any 
positive steps in this direction will be taken while the war- 
clouds continue to darken the European firmament. 


II. AsIATICS IN THE TRANSVAAL 


HE legal rights of Indians to trade and occupy fixed 

property in the Transvaal have recently been 
reviewed in THe Round Tasie.* Those reviews 
brought the story down to July 1936. By that date the 
position was, briefly, as follows. The ownership of 
fixed property by Indians anywhere in the Transvaal was 
illegal. In proclaimed areas on the Witwatersrand not 
merely ownership but even occupation of fixed property 
by Indians (or by Coloured people) was against the law. 
No trading licence could be held by an Indian in illegal 
occupation of premises. ‘Trading licences could be issued 
only on the recommendation of (European) municipalities 
or rural licensing boards who, as a general rule, are not 
tender to Indian applications. 

In 1932 the Government had appointed a commission— 
the Feetham Commission—to compile a register of all 
Indian and Coloured persons in legal and illegal occupation 
of premises on the Witwatersrand. The Commission was 
to make recommendations, inter alia, for the conversion 
of illegal into legal occupation in specific “ stands ”’ (sites) 
and areas. The Commission duly reported, and in 1936 
Parliament passed an Act providing that, subject to a 

* No. ror, December 1935, pp. 184-95; and No. 104, September 
1936, pp. 853-4. 
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resolution of both Houses, Indians and Coloured persons 
should be permitted to remain in permanent occupation 
of specified “stands”, and that in certain areas, being 
previously prohibited areas, Indians and Coloured persons 
were to be allowed to own fixed property. ‘The resolutions 
that were to specify these stands and areas henceforth 
became known as the Feetham resolutions. 

In order to give the Government time to act on the 
recommendations of the Feetham Commission, temporary 
protection was given to Indians and Coloured persons in 
illegal occupation of premises on the Witwatersrand. 
That protection was to last until April 30, 1939. Towards 
the end of the parliamentary session of 1938 the Minister of 
the Interior (Mr. R. Stuttaford) introduced the first Feetham 
resolution. But in the meantime European hostility to 
the recommendations of the Feetham Commission had been 
growing in the Transvaal, and, when opposition was 
offered to the resolution in Parliament by Government 
supporters and others, the Minister promptly withdrew it. 
It has not been heard of again. 

During the session that has just concluded a new law was 
passed, known as the Asiatics (Transvaal Land and Trading) 
Act. In his speech introducing the Bill the Minister of the 
Interior explained that it was an interim measure designed 
to “peg” the present position in the Transvaal for two 
years in order to give the Government time, after con- 
sultation with the Government of India, to frame a measure 
for the “ solution ” of the Indian problem in South Africa. 
That solution is to be sought on the lines of residential 
separation,* that is, segregation. It is certain that 
European opinion in Natal, where the mass of the Indians 
live (and must continue to live, since the rest of South 
Africa will not have any of them), is strongly in favour of 
segregation. ‘That was made clear once more during the 


* The Government is already committed to a similar “‘ solution ” 
of the ‘Coloured problem”. See THE Rounp Tase, No. 115, 


June 1939, pp. 642-8. 
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debates on the Asiatics Bill. So far as the Transvaal is 
concerned, its provincial council has recently passed a 
resolution demanding the complete segregation of Indians. 

The first clause of the Asiatics Bill extends the protection 
given to Indians and Coloured persons in illegal occupation 
of premises on the Witwatersrand for a further period of 
two yeats. This clause was passed without a dissentient 
voice. Of the clauses to which objection was raised, one 
prohibits the leasing by Indians from Europeans of any 
property in the Transvaal after April 30, 1939, except with 
the permission of the Minister of the Interior. It was 
pointed out that many Indians live in overcrowded tene- 
ments and that it was a serious thing to bar their occupation 
of additional property, even for two years. A request that 
the Minister would undertake to administer the clause in 
the spirit of the 1927 agreement with the Government of 
India * drew no response. 

The clause against which the strongest criticism was 
directed, however, was that which affected the right of the 
Transvaal Indian to trade. The clause provides that, 
unless the Minister gives permission, no Indian may move 
his business to other premises, nor may any new trading 
licence be issued to an Indian. The critics rightly pointed 
out that to talk of this clause as “‘ pegging ” the present 
position was misleading; for the Transvaal Licences 
Control Ordinance of 1931 provides that a new trading 
licence has to be taken out whenever there has been a 
change in the personnel, management, name or nature of 
a business. In any of these eventualities a new licence 
must be obtained. Nevertheless, the Minister refused to 
accept amendments which would render possible, under 
such circumstances,ft the acquisition of new licences by 
Indians. It was further pointed out that, in the Smuts— 
Gandhi agreement of 1914, the right of certain Indians on 

* See THE Rounp Tas_e, No. 67, June 1927, pp. 627-32. 


t ‘Unless the change referred to is in the nature of the sub- 
stitution of an Asiatic for a European ’”’, 
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the Witwatersrand, and their successors in title, to move 
their business or place of residence within the same town- 
ship had been safeguarded and that this right was now taken 
away. ‘To the plea that his Bill was in conflict with the 
1927 agreement, which promised that the Union Govern- 
ment would try to ease the position for Indians wishing 
to acquire trading licences, the Minister replied : 


It [the agreement] is the kind of windy statement so dear to 
the hearts of my two predecessors [Dr. D. F. Malan and Mr. J. H. 
Hofmeyr]. I don’t mean that in any nasty sense, but I mean it 
in the sense that the ordinary man does not know exactly what 
all these words mean. 


The majority of the Transvaal Indian community, with 
considerable support from Natal, seems to be determined 
to launch a passive resistance campaign against the Act. 
The movement for a common non-European front, in 
which Asiatics and Coloured people would combine with 
natives to oppose the European rulers of South Africa, has 
been markedly strengthened. In India public opinion has 
apparently been profoundly stirred. What line the Govern- 
ment of India is taking is by no means clear. But there can 
be no doubt that relations between two Governments 
within the British Commonwealth have been severely 
strained over this issue. If the Government really attempts 
next year to “‘ solve” the Indian and Coloured problems 
by way of compulsory segregation, there may be serious 
trouble ahead. 


Ill. THe Biepistoz Report 


T is not intended here to enter into any detailed ex- 

amination or criticism of the report of the Bledisloe 

Commission, which last year spent some 4} months in the 

territories of Southern Rhodesia, Northern Rhodesia and 

Nyasaland investigating the desirability or feasibility of 

what is generally termed “amalgamation”. What is 
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written here aims only at recording the reception which the 
report has received in the Union and in Southern Rhodesia. 

The main finding of the Commission was against the 
immediate amalgamation of the three territories concerned. 
Whilst recommending, under certain circumstances, the 
union of Northern Rhodesia with Nyasaland, and advising 
the Imperial Government to accept the principle of the 
ultimate political unity of these two territories and Southern 
Rhodesia, the Commission concluded that present 
differences in political and economic development between 
the southern unit and the two northern ones, divergencies 
in native policy, and the sparseness of the total white 
population, made any immediate political amalgamation 
undesirable: all that could be considered for the present 
was the possibility of the amalgamation of certain govern- 
ment departments and the establishment of an Inter- 
Territorial Commission to co-ordinate existing services and 
to make plans for economic development. 

In the Union the whole issue is regarded with a somewhat 
detached interest—with less interest, indeed, than it deserves. 
For if (in fact, though not always by admission) the Union’s 
military security depends primarily on the British fleet, it 
rests also to an important extent on the security of the 
bloc of British territories that forms its northern bastion. 
In a military sense, the Union finds its frontiers on the 
Equator. Politically, too, the future of the three neigh- 
bouring British territories is a matter of great moment to the 
Union. For some while now, the issue of amalgamation 
between the Union and the territories to the north has been 
relegated to cold storage; but if ultimately the Union 
desires to become the leader of half a continent, instead 
of a semi-isolated appendage, the problem of closer rela- 
tions with the changing north must again be faced. And 
for the present the trend of political and economic develop- 
ment in south central Africa should excite more attention 
than it does. Union newspapers, it is true, have given 
adequate summaries of the Bledisloe report, with comment 
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on the conclusions reached; but the report itself is almost 
unobtainable in the Union, and after a brief spasm of 
interest in the future of the northern territories the mind of 
South Africa has relapsed, not unnaturally in the present 
circumstances, into anxious contemplation of domestic 
problems, created or intensified by events in Europe. 

In Southern Rhodesia, however, the report shares the 
first place with the international situation. The general 
reaction to it is one of disappointment and, in some quarters, 
annoyance. The problems involved are exceedingly com- 
plex, and the cross-currents of opinion and interests in the 
three territories are bewildering. The argument is heard 
that, with all the good-will and diligence in the world, the 
few months which the Commission gave to its investiga- 
tions, whilst adequate perhaps for the collection of views 
and data, were hardly sufficient for acquiring the experience 
that comes from living with the problems, and that alone 
makes possible a true assessment of the value of data so 
extensive and opinions so diverse. ‘The feeling is also 
encountered that the Commission came to confirm certain 
preconceived views rather than to learn, to tell rather than 
to hear. 

More generally, there is a sense of disappointment among 
the inhabitants of this self-governing quasi-Dominion 
that the fulfilment of a rather grandiose dream is postponed. 
Southern Rhodesians are keenly conscious of growing 
nationhood and of the privileges of self-government; the 
ideal of a great Rhodesia, which, according to circumstances, 
might partner or replace the Union of South Africa in the 
leadership of white southern Africa, has for many a certain 
gospel-force that tempts them to press on without counting 
the cost. The acquisition of the copper-belt and of a 
greatly increased labour reserve, the possibility of obtaining 
ultimately the cession of the northern part of the Bechuana- 
land protectorate and thereby a closer approach to the 
western sea, are factors that might seem to reinforce a 
political ideal with material economic advantages. Less 
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account is taken of the disadvantages—of the fluctuating 
value, for example, of the copper-belt asset ; of the increased 
burden involved in extending the scope of administration 
and defence, and of social and educational services, over 
great areas and populations which, if nominally self- 
supporting, have hitherto been in the last resort the 
responsibility of Whitehall; of the greatly increased 
disproportion between white and black population that 
would result from the accession of some 3 million natives 
and only some 13,000 whites; of the difficulty of har- 
monising two divergent native policies and of reconciling 
the reluctant natives of the two northern territories to any 
change of policy or status. One must admire Rhodesians 
for the impulse to move forward and to move together ; 
but one cannot avoid feeling that, with the exception of a 
more far-sighted minority, they have not fully counted the 
cost. 

Be that as it may, there is a prevailing sentiment at the 
moment of disappointment, in varying degrees, at hopes 
deferred—a sentiment found not exclusively among the 
white population but also, oddly enough at first sight, 
among some sections of native opinion. These had seen 
in the accession of another 3 millions of natives to the 
present population of their country the prospect of a 
strengthened and united front against the existing native 
policy of Southern Rhodesia, which, if milder than that of 
the Union, betokens something of the same outlook. 


Union of South Africa, 
July 1939. 
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J. Lasour DiIsAGREEMENTS 


N advantage enjoyed by conservative political parties 
is that the preservation of the status quo demands as 
little legislative activity as possible, with the result that 
individual differences in point of view are rarely brought 
to a head. The converse disadvantage suffered by radical 
political parties, particularly when they are in office, is that 
change always throws into relief differences of opinion 
both as to objective and as to method—differences that are 
apt to crystallise into dissenting groups within the party. 
The recent history of the New Zealand Labour party 
illustrates the foregoing generalisation. Not long before 
the general election of October 1938 it was rumoured that 
a pronounced Left wing had made its appearance under 
the leadership of Mr. J. A. Lee, M.P., and that Ministers 
were seriously concerned about the possible outcome. 
Mr. Lee, it should be mentioned, has had a long associa- 
tion with the Labour movement in New Zealand; he is 
an able parliamentarian and is known outside the Dominion 
as the author of Children of the Poor, Socialism in New 
Zealand and other works. Clearly a revolt led by him was 
not to be underrated, and opponents of the Government 
waited in reasonable anticipation of a first-class row. 
Rumour, so often a lying jade, proved on this occasion to 
be reasonably correct. The disaffection culminated in the 
circulation of the now famous “Lee Letter” in December 
1938. This document, since acknowledged to have been 
written by Mr. Lee, contained a strong criticism of the 
Government in general and the Minister of Finance, Mr. 
Nash, in particular—the gravamen of the charge against 
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the latter being conservatism, lack of imagination, financial 
orthodoxy and procrastination. Mr. Lee has stated that the 
letter was intended for private circulation amongst members 
of the parliamentary Labour party, but it is somewhat extra- 
ordinary that a politician of Mr. Lee’s experience should 
not have realised the impossibility of preventing this sort 
of cat from getting out of the bag. At any rate, the 
country was soon clattering with the typewriters of sup- 
porters of the National party making copies for distribu- 
tion, until anybody who wanted to read the “ Lee Letter ” 
could be certain of finding somebody who could lay his 
hands on a copy. 

The test came, as everybody knew it would, at the 
Labour party conference, which meets annually at Easter 
and discusses the main outlines of party policy. It then 
appeared that although every politically minded Nationalist 
had heard of the “Lee Letter”, even if he had not read it, 
its existence came as a surprise to many of the delegates at 
the conference. The letter was therefore read out and a 
debate followed, the chief rival champions being Mr. Lee 
and Mr. Nash. The matter in dispute between them was 
clear, despite a number of side issues. Mr. Lee’s point, 
toughly speaking, was that the party’s social objective 
could not be reached on the basis of Mr. Nash’s financial 
orthodoxy, and that Mr. Nash, by trying to make the best 
of both worlds, was likely to end by rendering the existing 
system unworkable without providing anything to take its 
place. Mr. Nash replied in a speech which even sup- 
porters of Mr. Lee admit to have been effective. In the 
coutse of it, answering one of Mr. Lee’s criticisms, he 
raised for the first time the point that it would have been 
impossible to introduce import control earlier because this 
policy infringed the Ottawa Agreement, a course that had 
to be avoided as long as possible. The honours in the 
debate appeared to be pretty even, and the outcome might 
possibly have been a vote in Mr. Lee’s favour had not the 
Prime Minister (Mr. Savage) announced that he proposed 
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to take the vote as one of confidence or no-confidence in 
the Government. ‘This, of course, was a bird of a different 
feather, and it is hardly surprising that the resulting vote 
on a show of hands was a victory for the Government, 
though only by 285 votes to 207. Even so, it was signifi- 
cant that over 100 delegates abstained from voting. 

The conference remits, on the whole, were moderate— 
indeed conservative by comparison with those passed in 
the days before the Labour Government took office. This 
moderation was due, no doubt, to a desire not to cause 
the Government unnecessary embarrassment. The “ Lee 
Letter” episode notwithstanding, the general opinion 
seems to be that the Government came away from the 
conference with its hands considerably strengthened. 
Criticism of its policy undoubtedly exists within the 
party itself, but so far there is no indication that the 
presence of a critical section will affect the outward soli- 
darity of the party. As far as the rest of the world is con- 
cerned, the fact must be accepted that the Labour party 
is strongly entrenched, and that any criticism of the 
Government from within the ranks of the party itself is 
founded, not on the Government’s excessive radicalism, 
but on its alleged conservatism. ‘The broad result seems 
to be that while the Government is committed to 
continuing its policy of social amelioration, as instanced 
by the social security legislation, the 40-hour week, the 
pursuit of a higher standard of living and so on, it is 
also committed at present to a financial policy that is not 
fundamentally socialist, although it cannot be said to be 
entirely orthodox. The question is, of course, whether 
such a social policy can be financed upon the present basis. 
There is a widespread but certainly not a universal belief 
that the Government may have reached a point where the 
road forks. If it decides to follow the path of financial 
orthodoxy, it must call a halt to its social legislation, and 
even perhaps retrace some of its steps; if, on the other 
hand, it is determined to pursue its general social policy, 
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it must cease to depend upon an economic machine which 
is, in the last resort, in the control of private capital. 
There may, of course, be some middle road; but if so it 
is not at all obvious at the moment. 


II. THe PrRosBLEM OF FINANCE 


N article in the last issue of THE Rounp ‘TABLE * 

described how the Minister of Finance had sought to 
deal with the decline in London funds, which had dwindled 
from a total of £40,900,000 in 1935 to £7,300,000 in 
January 1939.¢ For the second half of 1939, Mr. Nash 
announced an extensive and detailed list of import restric- 
tions. These provide for the total exclusion of certain 
classes of goods, such as furniture, linoleum, baths, lead ; 
whilst permissible imports of other classes of goods are 
reduced by fractions ranging from 334 to 75 per cent. 
In practically every instance where cuts have been made, 
preference has been given to the United Kingdom and the 
crown colonies. The policy of import restriction has not 
so far resulted in any appreciable improvement in the 


exchange position. Indeed, in practice, it has not yet 
become effective, mainly because business interests, fearing 
undue restriction in the future, applied for licences to 
import in advance of their trade requirements, thus offset- 
ting the intended limitation. The following table shows 


the position in the last two months for which figures are 
available. 


(In [NZ million) 


193§- 1936. 1937. 1938. — 1939. 
Total Imports 
April ‘ - 2843 3038 += 47606 = 4907 
May . ‘ - 37024 + «93°246 «= 4ggt 4184 
Surplus of Exports over Imports 
April ; - F057 2518  4:060 0092 I'I55 
May . ° - 15302 1829 ©=©61°484 = 2088 ~—sI*300 
* No. 115, June 1939, p. 649. 


t+ Unless otherwise stated, sums are expressed in New Zealand 
currency. 
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At first glance, these figures might not seem particularly 
unsatisfactory; but it must be remembered that the first 
five months of the year are the season when receipts from 
the Dominion’s primary produce should come in. Later 
in the year the balance of trade is always adverse. 

If the import-export position is somewhat unsatisfactory, 
the position in regard to oversea funds is worse. Between 
April and May the total of oversea funds of the Reserve 
Bank and the trading banks fell from {£9 million to 
£7,394,000. ‘The steady decrease in oversea funds during 
the last four years has not been due only to excessive 
importing. The flight of capital has been estimated by 
one authority to have accounted for £23 million between 
March 1935 and March 1939. 

The position in a nutshell is that, whilst the value of 
exports shows a tendency to drop, the import-control 
measures are not likely to have any marked effect for some 
little time. Add to this the fact that the Government is 
committed to an increased expenditure on armaments, 
and it will be seen that a substantial deficit seems inevit- 
able. In these circumstances nobody was particularly 
surprised when the Government suddenly decided to send 
Mr. Nash to London to discuss the financial situation. 
Actually Mr. Nash’s requirements on this visit fell under 
three heads. He required, first, means to re-finance the 
loan of £17 million sterling falling due in 1940; secondly, a 
loan to cover the Dominion’s armament imports; and, 
thirdly, a general loan to enable the import restrictions to 
be somewhat relaxed, and to meet existing commitments. 

Opposition circles are not unnaturally saying “I told 
you so”, and arguing that the Government is suffering for 
an extravagant and thriftless policy. In their view the 
British Government would be fully justified in refusing to 
guarantee a loan, and the British investing public would 
be displaying no more than ordinary wisdom in hesitating 
before entrusting its money to so profligate a Dominion. 
And criticism of one sort or another is by no means 
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confined to Opposition circles. Among supporters of the 
Government the view is freely expressed that Mr. Nash 
should have realised that the Government’s social policy 
was bound to lead to a drain on London funds, and that 
import control should have been introduced three years 
ago. Many Labour supporters, however, are inclined to 
the belief that British business and financial interests have 
tried to exploit the situation in order to discredit the 
Labour Government. They are, of course, aware that the 
British Labour press and several usually well-informed 
weekly journals have made allegations of unfair tactics 
against the Federation of British Industries and other 
business organisations reported to have the ear of the 
British Government; and when a journal so critical of 
New Zealand’s financial policy as the Economist goes so far 
as to say that it is “hard to justify the attitude of the 
Federation of British Industries”, some colour is lent to 
the charge of unfairness. Whether or not there is any 
truth in the suggestion, it is unfortunate, particularly at 
the present time, that even a rumour to that effect should 
gain currency. 


Il]. DEFENCE IN THE PACIFIC 


HE second quarter of 1939 has witnessed a stiffening 

of public opinion upon the question of defence. The 
realisation has been growing that it is absurd for Australia 
and New Zealand to raise their voices too loudly in the 
councils of Europe when they are neither able nor par- 
ticularly willing to make any effective contribution to 
enforcing the principles which they advocate. Moreover, 
the fact is gaining recognition that, in the event of a serious 
conflict in Europe, England may be so preoccupied with 
her own defence problems that she will be unable to 
render any effective assistance if trouble arises simul- 
taneously in the Pacific. New Zealand has consequently 


been forced to contemplate two possibilities : one is that 
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her territorial security may be threatened; the other is 
that she may find herself temporarily cut off from external 
markets. The first contingency, in the light of geographi- 
cal considerations, is still remote, but the second appears 
to be within the realm of early possibility. It has directly 
contributed impetus to the drive to build up essential 
secondary industries wherever possible. The announce- 
ment that an English company is to build aeroplanes in 
New Zealand has been welcomed in the Dominion, and is 
an illustration of the tendency mentioned. 

In consequence of the increasing awareness of inter- 
national tension, there has been widespread discussion 
upon the question of defence. At the invitation of the 
New Zealand Government, representatives of Great Britain 
and Australia met New Zealand representatives at Welling- 
ton to confer upon imperial defence in the Pacific region. 
Such a conference in New Zealand was unprecedented. 
The United Kingdom delegation comprised Sir Harry 
Batterbee, the High Commissioner, Air-Marshal Sir Arthur 
Longmore and Major-General P. J. Mackesy; and the 
Australian delegation Vice-Admiral Sir Ragnar Colvin and 
Colonel V. A. G. Sturdee. The proceedings of the con- 
ference, which lasted some ten days, were not, of course, 
made public. From all accounts, however, it appears to 
have been a complete success, and a substantial measure of 
agreement was apparently reached upon the main topics of 
discussion. Upon his departure Sir Arthur Longmore 
particularly expressed himself as satisfied both with the 
results of the conference and with New Zealand’s plans 
for defence. 

The Minister of Defence, Mr. F. Jones, has since stated 
that the conference did not recommend conscription or 
compulsory military training, but did recommend that the 
territorial army be increased from 9,000 to 16,000 men. 
It seems that steps have been taken to arrange for the 
suggested increase, which is a matter not so much of 
recruits as of facilities and instructors for training them. 
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Despite the fact that the Pacific defence conference did 
not recommend compulsory military training, there is a 
strong belief in many quarters that some system of com- 
pulsion should be introduced, and propaganda in favour 
of this view is much in evidence. It is unlikely, however, 
that compulsion will be adopted in time of nominal peace, 
particularly since the party in power is opposed to con- 
scription on principle. The Prime Minister gave an 
indication of the official attitude when he announced that 
the Government intended to call on the people to form a 
National Military Reserve of 50,000 in readiness for any 
emergency. This announcement was welcomed as good, 
if belated, news by those sections of public opinion which 
have been calling for more military preparedness, but the 
majority of the people probably regarded the prospect of 
intensifying our defence preparation without enthusiasm. 
At any rate, although the Prime Minister has repeated his 
appeal on numerous occasions, and although considerable 
publicity in the press and from the platform continues to 
be given to the problem of increasing the Dominion’s 
defence forces, the response has not been entirely satis- 
factory. Up to the present approximately 10,000 persons 
have joined the National Military Reserve. 

This does not mean, however, that the problem of 
defence is being neglected. It has been tackled energetic- 
ally although not perhaps from the angle best understood 
by the advocates of compulsory training. The territorial 
army, as distinct from the National Military Reserve, has 
grown at a satisfactory rate, and the figure of 16,000 is 
likely to be reached in the near future. 

Meanwhile, the construction of military aerodromes, the 
importation of bombers and fighting machines, the gradual 
mechanisation of the army, and the drive to build up 
essential secondary industries continue steadily if unob- 
trusively. It may not be out of place to mention, in 
passing, that New Zealand has partially trained and sent to 


England a number of ‘air pilots, most of whom would be 
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available for the defence of Great Britain in the event of 
war in Europe. 

During the last twelve months or two years there has 
been a marked quickening of interest in international 
affairs. This has been reflected in the increased sales of 
English and American political periodicals and in the 
growing popularity of the works of political writers such 
as Gunther, Gedye, Douglas Reed and others. The fact 
that the majority of these periodicals and writers are highly 
critical of Mr. Chamberlain’s policy has to some extent 
counteracted the marked tendency of the press in New 
Zealand to print almost exclusively views and reports 
favourable to the United Kingdom Government. During 
the present quarter the sale of political literature of various 
sorts has received a further impetus, due, no doubt, to the 
deteriorating international situation. 


IV. SocraL SECURITY 


HERE was a time when New Zealand’s politics were 

regarded as dull and uninteresting: the only real 
difference between rival politicians was supposed to be 
that one lot was in office whilst the other was out. That 
is all changed now. Economics has become as exciting 
as international football and just as acrimonious. When 
we get tired of the guaranteed price, loans in London, the 
use of public credit and the Reserve Bank funds, there is 
always social security. ‘The Social Security Act was put 
upon the statute book in 1938 with the intention that it 
should come into operation on April 1, 1939. The Act 
represents an attempt to deal comprehensively with the 
problem of economic insecurity, and as such it has aroused 
some interest outside the Dominion. It aims at providing 
a measure of insurance against old age, sickness, unem- 
ployment and other disabilities. A general statement of 
the benefits provided appeared in a previous issue of 
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THE Rounp Tasie.* ‘These have not since been varied 
or altered to any extent. 

Under this scheme it is compulsory for every person 
over the age of 15 to register and pay a registration fee 
of 5s., the fee being remitted in special cases, including 
students. Every male person over the age of 20 must pay 
a levy of £1 per year and 1s. in the £ on all wages and 
income. (This charge of 1s. in the £ takes the place of 
the former unemployment tax of 8d in the £). It was 
generally anticipated that a contribution from the Con- 
solidated Fund would be required, in addition to the 
contributions already being paid under the pensions legis- 
lation. Even so, doubt exists in many quarters whether 
the resulting fund will be sufficient to meet the calls upon 
it. As against this, however, there is the possibility that 
taxation (including the social-security levy) will yield a 
larger sum than anybody anticipated. There is little or 
no doubt that in the past evasion of payment of the unem- 
ployment tax has been very prevalent, simply as a result of 
failure by persons not liable for income tax to make any 
returns of income. Now, however, compulsory registra- 
tion, the strict obligation placed upon employers to deduct 
the social-security tax from wages, and the comprehensive 
nature of the inquiries made, render evasion practically 
impossible. Incidentally, the yield from income tax this 
year is likely to show an increase, since apparently many 
wage-earners in the higher income groups, whose unem- 
ployment tax has been deducted from their wages, have 
never made any income-tax returns. 

Apart, however, from any question whether or not the 
scheme is soundly financed, and granting that it is bound 
to undergo various changes from time to time, there can 
be no doubt that in principle it has come to stay. It is 
the type of social legislation which it is impossible to 
repeal, because whatever criticisms may be levelled at the 
social ideal itself, or at the method of financing the particular 


* No. 112, September 1938, pp. 856-863. 
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scheme, the legislation is undoubtedly the result of 
a genuine popular demand for sotne sort of collective 
economic security. 

In addition to the provisions relating to old age, sick- 
ness and other benefits, the Act also contains a scheme for 
providing for free medical attention. This part of the 
Act has attracted a great deal of criticism from a variety of 
angles and has caused considerable conflict between the 
Government and the medical profession. Briefly, the Act 
provides free general-practitioner service but enables the 
individual to choose his own doctor. The doctor is to be 
remunerated in accordance with the number of patients on 
his panel, irrespective of whether his services are required 
or not. There is, of course, to be a limit to the number 
of patients who can be included in the panel of any one 
practitioner, which means that some people must neces- 
sarily be unable to secure the services of the medical man 
of their choice and will have to be content with somebody 
else. ‘The scheme has met with strenuous opposition from 
the New Zealand branch of the British Medical-Associa- 
tion, which has so far flatly refused to co-operate. The 
doctors object to the scheme because they say it will destroy 
the atmosphere of confidence that has hitherto existed 
between patient and doctor. Moreover, they point out 
that the limit to the number of patients who can be on any 
one doctot’s. panel means in effect a limitation of incomes. 
This limitation of incomes will, they say, result in a lower- 
ing of the standard of medical efficiency. To these objec- 
tions the Minister of Health, Mr. Peter Fraser, has replied 
to the effect that there is no reason why the scheme should 
destroy the peculiar relationship that has existed between 
doctor and patient; that the income which the medical 
profession as a whole will receive will be in excess of its 
present united income; and that there is no reason why 
the existence of an implied income limit should affect the 
standard of efficiency. 

The public generally does not appear to be violently 
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partisan. It is freely remarked that if the Government 
had shown a little more wisdom they would have arrived 
at some sort of understanding with the medical profession 
before launching the scheme. On the other hand it is 
pointed out that the British Medical Association has con- 
fused the issue by talking of the interests of the com- 
munity in health matters as though these were necessarily 
identical with the economic interests of the medical pro- 
fession.(— But, whatever the merits of this controversy, 
there is no doubt of the determination of the medical 
profession in their refusal to co-operate. Only a very 
small proportion of practitioners have so far signified their 
willingness to take part, and the position at the moment is 
one of stalemate. _) 

A few words upon the broader issues may not be out of 
place. The Government’s idea that the medical profession 
should be paid to keep their patients well and not merely 
called in to deal with illness when it has arisen is 
undoubtedly sound in principle. And it is difficult to see 
how the services of the medical profession can be utilised 
in this way, unless they are to be remunerated in accord- 
ance with some collective plan. On the other hand it is 
obviously undesirable that a doctor should have to accept 
as patients persons whom he may not wish to treat, and it 
is equally undesirable that the public should be limited in 
their choice of doctors. On this last point, however, it is 
sometimes necessary for the better-to-do people to remind 
themselves that the poorer people have little or no choice 
of doctors as things are now. 

As far as the general political and economic position of 
New Zealand is concerned, whatever the Dominion’s 
financial difficulties may be, and making all allowance for 
circumstances that may force her back towards a more 
conservative policy, one important factor should not be 
overlooked, ‘The future will be conditioned by the past 
and the present, and in both the past history and the 
present politics of New Zealand the tendency towards 
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social experiment in the interests of the poorer classes 
looms large. A conviction that the community as a whole 
can and should make provision for those who by reason 
of unemployment, accident, sickness or old age are unable 
to provide for themselves has always existed. The depres- 
sion, bringing as it did hardship to the doors of many who 
had previously taken their own economic security for 
granted, was responsible for a spreading and deepening of 
this conviction. Whatever may be the merits or demerits 
of this attitude, it constitutes a fact in New Zealand politics 
which no political party can afford to overlook. 


New Zealand, 
July 1939. 
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